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PEOPLE INVEST IN THE BELL SYSTEM 


THE BELL SYSTEM INVESTS IN PEOPLE 


nn the assets of the Bell System are not writ- 
ten in its balance sheet or represented by the 
money invested in its plant and equipment. Of 
greater importance are its assets in people. 


The Bell System gives constant attention to 
the development of new leadership along with 
new facilities. Its long-standing policy of making 
promotions from the ranks assures the continu- 
ing vigor of the organization. 


~ 


Both top management and the thousands of 
men and women in supervisory and mana- 
gerial positions come up the ladder step by step, 
on character, industry and competence. 


They represent literally millions of years of 
training and experience and are a decisive 
reason for the success of the business. They are 
the solid foundation for even greater progress 
in the years to come. 
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SIDE LINES 


“BLANK” VERSE 


As we've mentioned here before, 
readers’ comments—be they brickbats 
or bouquets—are always welcome. The 
bouquets are nice, of course, but we're 
forced to admit, if with some reluc- 
tance, that a well-aimed brickbat can 
frequently be more stimulating—even 
when it draws blood. 

An earlier column reported various 
reader reactions to articles appearing in 
Forses. But we also get letters having 
nothing to do with the stories we pub- 
lish (requests for information, for in- 
stance, of which more another time). 
Many of these accompany subscribers’ 
renewal blanks, consist of brief notes 
commenting on the magazine in gen- 
eral. 

Among the more interesting are those 
which arrive in verse form. These are 
eer by a bit of doggerel penned 

y our circulation manager as a final 
reminder to renewal laggards who have 
ignored previous urgings. It goes like 
this: 

So long, dear friend 

We'll have to part— 

Although it almost 

Breaks my heart! 

I wrote to you, and wrote and wrote 

But you ignored my every note. 

I really hate to say Goodbye 

So let me make one final try: 

Four dollars is not much to pay 

Come on, renew— 

This very day! 


This unShakespearian lament brings 
in several straggling renewals, and, fre- 
quently, versy replies like these: 


Hello, dear friend 

We need not part— 

The enclosed check 

Should mend your heart 

Your magazine I think the best 
I do renew, with no regrets 


I do not want to break your heart 
Although we are so far apart 

I am enclosing what you say 
Again we're friends 

"Til next Due Day 


And occasionally, “so sorry” ones 
like this: 
So sorry, dear friend 
To break your heart 
My “four” and I 
Don’t want to part 
Let’s close our files 
And say Goodbye 
Thanks kindly for 
Your “final try” 


Who says there’s no sentiment in 
business! 
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Truman has turned economist—but wit) 
no economizing. 
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« financier. 
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Unhealthy: the current rash of depres. 
sion predictions. 


Pad 


Let’s not talk ourselves into a failure 
fever. 


PS REDON LL ES El ER ET 


Heer 


Encouraging: despite weather woes, 
49 crop outlook stacks up as second 
highest in history. 


Forty-nine auto outlook is bright, too, 
may set 20-year production peak. 


Government still sharpening ax for big 
business. Most inopportune. 


Too many people still leaning toward 
Socialism. 


We won't fare well under welfare state. 


Construction costs coming down—but 
not far enough. 


Textile trade more optimistic, expects 
more orders as inventories sag. 


Metals are also perking up as buyers 
reenter market. 


Exclusive “memory” dials accumulate the results % Significant: a — - wage * 
of individual calculations to give a grand total f vaciforeus aheut  aniity 40 pay: 

or net result—eliminate time-wasting rehandling * Employment still skidding, but pur- 
of figures. a chasing power holds firm. Reasons: 
Users report savings of 15 % to 40 of calculat- & | high wages, cost-of-living drop. 

ing costs on payroll and invoicing. Ask to see a ; Repeal excise taxes! 
demonstration of this remarkable calculator on ; 


your own work in your own office. British bankruptcy looks unlikely as 


long as Uncle Sam has money in his 
pockets. 


“Fringe” benefits becoming the core in- 
stead of the crust of union demands. 
Write for informative booklet, “Investigate 


Before You Calculate.” Burroughs Adding Mass market prospects better for tele- 


Machine Company, Detroit 32, Michigan ‘ sliding as stocks mount, prices start 


Profit prospects not so glowing, but 
earnings should still top pre-war marks. 


4 Short work-week for coal miners may 
WHEREVER THERE'S BUSINESS THERE'S mean trouble ahead. Is John L. Lewis 


4 getting set to throw his weight around 
Burroughs a 


For prosperity—produce! 
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The BUSINESS Pipeline 





by the Edit 


AUTOMOTIVE Scanning production and sales figures, carmakers now calculate they will 
have a record-breaking year, even though many believe that sales and out-=- 
put will dip this fall. Independents as well as major producers are sharing in this up- 
ward surge. Even the English, worried about losing out in American markets, are re- 
joicing that sales are better than ever. The industry passed the midway mark with a 
total of 500,000 more cars turned out than last year at this time. 
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TELEVISICN One researcher thinks that video will corral a larger share of radio's thea: 

ditional audiences this fall. He also expects a switchover in the New ‘y 
York area, with size of TV audiences mounting, radio audiences diminishing. Other major | 
market areas are considered to be less than a year behind New York in home TV saturation. 
Production boxscore for first five months: TV, 752,000 sets; radio, 2,970,000 sets. 


COAL Already hampered by an abbreviated work week in the mines, with a resultant slash 
in production, coal men are now feeling the effects of competition from cheaper i 
priced heavy fuel oil, which is making serious inroads into some of their prime markets. 
Many utility companies, for instance, equipped to use either fuel, are turning to oil, 
while a growing number of manufacturers are said to be interested too, particularly 


from the cost angle. 


AVIATION With some lines setting new all-time records for passenger and cargo traffic 

in the last six months, the industry as a whole seems definitely back in the 
black. Higher passenger load factors, plus improved cargo, mail and express business, 
are potent contributors in the drive to wipe out first quarter deficits. 


RAILROADS Their troubles continue to multiply. The sharply increased operating costs 

experienced in the last three years have depleted some Eastern roads’ work- 
ing capital by as much as four-fifths. And revenue losses are also a sore spot. Not 
only are the railroads losing freight business hand over fist to the truckers, but more 
and more passengers are taking to the airways. 


SHIPPING Despite stiffer competition from the fast-growing foreign merchant marine, 

and the leveling off of U.S. foreign trade in the last six months, our own 
active merchant fleet has been little affected. Since the first of the year its size 
dropped by only 23 vessels, due primarily to removal from operations of older, less 
efficient units. The only additions from new construction, however, in the last six 
months were two tankers. Present starding: 1,193 ships. 


TEXTILES Traveling a rough road recently in domestic markets, U.S. textile manufac- 
turers are being warned that they are going to lose out on world markets as 
well. The post-war boom is a thing of the past. Meantime, increased operating efficiency 


in their plants, plus better quality products, are helping European textile men to Macc 
their pre-war position in the marketplace much more rapidly than esiesde eis cot ier 


PRICES With "discount" houses accounting for an increasingly larger’ share. of cone 
sumer merchandise sales, indications are that a similar oe 
in industriel cians joephctrocacd to Purchasing psrssrseac 88% of the 
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generally protecting the buyer against 
price declines. 


Slumping demand, and a fourth- 
round wage drive, give steelmen 
plenty to worry about these days. Not so 
optimistic about business, some think that 
their operating rates will decline further, 
pringing about a test of break-even points. 
..» « In the nonferrous field, renewed in- 
terest of consumers has reversed the 
downward price mov ment, and has given 
producers more encouragement than they have 
had in some aia it a 


METALS 





PETROLEUM baal eee oil products so far 
is running slightly below last 
year's level. Gasoline is about the only 
item that shows a boost in demand. A mild 
winter cut down expected consumption of 
heating oils and kerosene, while the gen- 
eral slide of business activity also had 
some influence. However, oilmen hope for 
higher sales activity this coming winter, 
providing the weather is "normal." 
GAS Demand for gas continues to increase, 
as reflected by the monthly sales 
boosts registered by the utilities. As a 
result, estimates of construction expendi- 
tures must be revised upward. Totals are 
now placed at $3,500,000,000 for the five 
years through 1952. This compares with a 
total utility plant of $5,500,000,000 in 
1947. 
FOOD Distributors report that the dollar 
business of large retailers "“gen- 
erally continues to decline below a year 
ago." The independents regained a little 
ground--they are becoming more competi- 
tive. On the whole, most retailers are 
said to remain doubtful of their ability 
to retain dollar comparisons. 


PAPER The readjustment in the pulp and 

paper industry continues apace, 
with backlogs vanishing, production drop- 
ping below consumption levels, and prices 
edging downward. However, there is hope 
that the latter may stabilize, even reverse 
their trend in the next few months. Rea- 
son: inventories have been slashed to the 
bone, are so low in many cases that return 
to the marketplace to replenish them will 
be necessary. Meantime, papermakers take 
Some comfort from the fact that this a 
"natural" trend, anticipate a pick-up in 
the fall. rss 








Washington Preview 
(Continued from page 5) 


subsidy program, attempt to pin blame for 
economic setback on Republicans. Truman has 
laid groundwork with his charges against 
"selfis.i interests"--which translates into 
"Republicans. * 

GOP counter-attack will stress spy 
scares, coddling of "Reds" by New Deal, 











‘government spending and inefficiency, tax 
incentives for business, sounder approach 


to farm price problem. Campaign promises 
to be red-hot for a non-presidential year, 
with main interest centered on Taft's fight 
for Senate reelection. 


MARSHALL PLAN DATA--Economic Cooperation 
Administration has wrapped up all there is 
to know about selling under Marshall Plan 
in new booklet "Information for American 
Businessmen on the Marshall Plan.* (Free 
copies available from ECA Office of Infor- 
mation, Washington 25, D.C.) 

Booklet stresses that ECA does NOT buy 
or sell, book cargoes, route shipments, or 
otherwise engage in actual buying-seiling 
operations. Features include names and ad= 
dresses of foreign government purchasing 
missions with lists of products bought, 
list of U.S. agencies and what they have 
bought with Marshall Plan funds. 





BIG BUSINESS--Attacks on "monopoly" being 
Somewhat old hat now, Congressional spot= 
light will shift to "oligopoly.* Word is a 
new Washington favorite used to refer to 
industries dominated by a few largs con- 
cerns. Examples of “oligopoly” industries: 
tobacco, whisky, soap. House Judiciary 
Committee's current probe of anti-trust 
Situation will stress "oligopoly." 

Administration is marshalling ali its 
forces to aid investigation. Chairman 
Celler has received Truman's wholehearted 
Support. First step is for bureaucrats to 
air their charges against Big Business, in- 
cluding recommendations for closing loop- 
holes in present laws. Later, spokesmen 
for industry will be asked to defend them- 
selves. Legislative action is not slated 
until 1950. 





WITEHOLDING TAXES-- Next year employers 
will be able to lump together payments with- 
held from employees for income and Social 
Security taxes, sending the tax collector a 
single quarterly check. Trial run in Balti- 
more has proved successful. 











When you order dinner, 


‘7. SAM’s boarding house now feeds 
over sixteen million more people 
than in 1940, according to the Census 
Bureau. Today an estimated population 
of 148,000,000 Americans (including you) 
gets hungry three times a day, every day 
of the week. 

This record-breaking national appe- 
tite has been making farmers hustle on 
America’s 5,859,169 farms. Farmhands 
are scarce. Farmers have been calling 
for agricultural machinery—an estimated 
1, billion dollars worth last year alone! 
And large parts of the world have been 
looking to American factories for the 
machinery and tools.necessary to avoid 
starvation and build for peace. 

So the farm machinery factories have 


UNITED STATES STEEL 


the farmer orders steel! 


ea 


been calling for steel and more steel. And 
the farmers themselves have wanted acres 
of steel roofing and thousands of steel 
farm buildings. On top of that, great 
quantities of steel wire are needed for 
fencing our farms—668,000 miles of it 
in 1948. 

That gives you only a partial idea of 
the enormous demand for steel these last 
few years. 

The railroads take steel. Highway con- 
struction takes steel. Bridges take steel. 
Housing takes steel. Oil wells and pipe 
lines take steel. 

Community improvements of every 
sort, from flood control dams and water 
systems to sewage disposal plants, all 
take plenty of steel. And of course, 


CORPORATION 


SUBSIDIARIES 


UNITED STATES STEEL 


national defense takes its share, too. 

United States Steel plants have been 
breaking production records to help fill 
these and many other needs. In United 
States Steel research laboratories, scien- 
tists have developed better steels for 
today’s exacting demands. Nothing else 
can do what steel can do. 

Looking ahead to a big demand to- 
morrow, United States Steel is currently 
spending 900 million dollars in plant im- 
provements and additions, most of them 
completed now. 

Helping to build a. better America is 
the number-one job at U.S. Steel. 


This label is your guide to quality Steel. 


Helping to Build a Detter America 
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by MALCOLM FORBES 





DU PONT SUED FOR SIZE 


There are laws in this country against monopoly. 

There are no statutes against bigness in business. 

Yet the Attorney-General in announcing his action 
against the duPont Company says, “The suit is directed to 
breaking up of the largest single concentration of industrial 
power in the United States.” Or, put another way, Tru- 
man’s Attorney-General charges it is now a sin to succeed in 
business in a big way. 

Today 60% of duPont’s sales are in products that did not 
exist or were not being marketed in 1928. By the farsighted 
spending of large sums over many years, this company has 
developed in its laboratories such new products as nylon, 
cellophane, neoprene synthetic rubber, a multitude of 
plastics, agricultural chemicals, quick-drying lacquers, and 
hundreds of other things that filled a need. Only a large 
company could spend the sums required—but all Americans 
have enjoyed through these products a higher standard of 
living, and in time of war, vital products for victory. DuPont 
has grown because it has sold what it makes successfully 
in an intensively competitive market. 

Clark’s suit covers many charges, most of them generali- 
ties—and, according to President Greenewalt, “:nany of them 
are of no substance, some are completely unfounded or 
grossly exaggerated.” 

But the gist of it seems to be that bigness—success—is a 
crime. 

The day our Courts will hold with such a charge is, I 
hope and believe, far distant. 

Great companies, properly run, are an indispensable 
part of our free economy. Together with thousands and 
thousands of smaller concerns, they have made America 
great. In this reckless charge against one of our soundest- 
managed big businesses, Clark reveals a dangerous mis- 
understanding of how our economy has been built, and how 
it must function to survive as free enterprise. 


TRUMAN’S SOLUTION: DEFICIT SPENDING 


It is heartening to note,that President Truman now recog- 
nizes that inflatior is no longer the major threat to our 
economy. It is heartening to note also that the President 
now agrees that perhaps additional vast taxation is not the 
best way to ward off a depression. 

But it challenges commonsense to understand how he can 
conclude that increasing the national debt is going to stop 
the downward slide of business. Things are off from the 
dizzy peaks of our post-war boom, but employment and 
business conditions generally are still at an excellent level 
compared with any pre-war period. Yet with conditions still 
at this plane, the Administration proposes to carry on a 
spending program that threatens us with a $4 billion deficit 
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this year, and doubtless a greater deficit in succeeding years 
if present proposals are carried through! 

The President thinks it would add to the slide if the. 
government balanced its budget, or perhaps economized 
enough to reduce the staggering national debt of almost 
$6,000 for every family. Does it not occur to him that per- 
haps a balanced budget and a reduction in the national 
debt might make possible a cut in taxes, and that in turn 
such a stimulus would tend to spark a business upturn? 
Look at how the present 20% “luxury” tax hurts the sale 
of so many things; look what double-taxation on dividends 
does to discourage investors, and how it siphons off money 
that would be spent for products and job-creating demand; 
look at the penalty high income and corporate taxes impose. 
on the initiative that creates new businesses, new jobs. — 

Does Mr. Truman suppose that the prospect of an un- 
balanced budget in good times gives confidence to the 
public, to investors, to management? On the other hand, 
can he not vision what a lift the prospect of a balanced 
budget and even slightly reduced taxes would give to the 
whole economy? 

While the President and his advisors cannot, or will not, 
take this view, it is possible that the Congress may; its 
reaction to the “Economic Report” inspires hope that it 
will display more sense than the Administration in regard 
to cutting expenses, balancing the budget, and perhaps 
even a little reduction in some of the more iniquitous taxes. 


UTILITY INDUSTRY SHOWING GAINS 


After nearly a decade-and-a-half of the worst possible 
buffeting at the hands of the Government (Holding Com- 
pany “Death Sentence” Act, TVA and other giant public 
power projects), public opinion (brought on by Insull and 
other abuses), and investors, the public utility industry is 
emerging once more into somewhat brighter days. 

The complicated breaking up of the holding companies 
and the distribution of their assets made up of stock in 
operating companies has given investors first-hand knowl- 
edge of the merits of the operating units! The stable earn- 
ings and steady growth of power consumption have re- 
gained investor confidence. 

Congress lately has shown a little less inclination to so- 
cialize power under the guise of flood control, and the 
industry’s magnificent performance in meeting the demands 
of war and expanding to handle post-war peaks has grad- 
ually won back for this New Deal whipping boy a greater 
degree. of favorable public opinion. 

In the first half of this year, electric utilities have success- 
fully distributed stocks and bonds to investors totaling 
almost one billion dollars, highest in years. Encouragingly, 
equity financing accounts for an increased portion over last 

















year. Of the new securities sold $166,790,000, or 18%, 
consisted of common stock; $106,200,000, or 114%, com- 
prised preferred stock, and $639,100,000 represented bonds 
and debentures. Debt financing accounted for 70% of the 
total, as against 764% for the first half of 1948, when total 
financing amounted to $648,375,000, of which only 9% 
represented common stock and 14%% preferred stock. 

All is not rosy for the industry by any means. Debt 
financing is still too high; public sentiment is still easily 
turned against power companies; strong drives to socialize 
power continue, and great new projects threaten. 

But at long last this great industry has some hard-earned 


silver linings around the black clouds that have so long 
smothered it. 


A STOCKHOLDER ON DIVIDENDS 


One of the gravest dangers facing our free enterprise 
system is the sharply reduced number of people willing to 
buy. stocks.in corporations. Fewer and fewer Americans 
seem willing to invest their savings in businesses so that 
they can grow and expand. In short, savers are not furnish- 
ing the capital our free enterprise system needs if it is to 
provide more jobs and a high standing of living. 

Why? 

Great blame is rightly heaped on the New Deal, and 
now the Fair Deal, for the ham-stringing legislation and 
regulation that makes it ever harder for companies to earn 
a profit. 

Great blame is justifiably placed on the income tax set-up, 
which carves huge slices out of any profits earned—first on 
the corporation level, and then on the dividends paid. Such 
high, double-taxation does much to remove initiative and 
incentive. 

Great blame certainly attaches to other elements, beyond 
the control of management. 


But in recent years this publication has sought to point 
out to executives the “beam in thine own eye”—namely, the 
refusal to pay out in dividends a fair share of record profits. 
To those savers risking money to finance companies by 
buying their stocks there has been no return commensurate 
with high earnings. 

At the annual meeting of the Standard Oil Co. (New 
Jersey) one stockholder representative, Leonard J. Wolf, 
made these trenchant observations, equally applicable to too 
many companies today: 


Stock dividends are worth exactly nothing. If a company has 
1 million shares of stock outstanding and decides to declare a 
10% stock dividend it will then have 1,100,000 shares outstand- 
ing. The company, intrinsically, is worth exactly what it was 
worth before the declaration, and each share of stock is worth 
10% less, for there are 10% more shares outstanding. 

One of the main factors that enters into the price of a stock 
is the cash dividend it pays. Ask any broker what is the first 
question almost any investor asks him about a stock and he will 
say “What does it pay?” To show how dividends affect prices 
I have tried to find a parallel example with which to compare 
Standard Oil of Jersey, and I believe that American Can fills 
the bill perfectly. They are both fine companies and their stocks 
are really “prime.” 

They closed 1947 within a half-point of eac’ other around 
81. Their high prices of 1948 were within % point, around 98. 
The book value of Can is $10 or so less than that of Jersey, yet 
Can is now selling at 91% a share, against 64% for Jersey. 

Why? Perhaps because Can, while earning only $9.71 a share 
in 1948 increased its dividend from $3 to $4 for the year, while 





Jersey, earning over $12 in 1948, decreased its dividend from $4 
to $2 for the year. I venture the theory that if Jersey had paid 
us $4 last year the stock would now be selling right up where 
Can is, perhaps even higher. 

The directors told me “We needed cash for expansion and 
knew of no better way of getting it than retaining earnings in 
the Company.” There are better ways than practically compelling 
stockholders to furnish additional working capital. 

Take the case of American Tel. and Tel. There is no company 
that has expended more money for additional equipment and 
facilities since the war. They have borrowed over $3 billion 
since 1945 and they are now in process of raising over $300 
million more working capital. They don’t make the stockholders 
furnish all that money or even any of it, but they give them the 
opportunity to do it, and at a considerable profit to the stock- 
holder. Most of the money was raised by giving stockholders the 
right to buy convertible bonds, which have always sold at a 
premium, and that gives the rights a nice market value. 

And Telephone stock, with a par value of $100 is now selling 
at 1404. Why is it selling so far above its par value? Because 
for longer than many of us can remember Telephone has been 
paying $9 a year, and if it doesn’t quite earn $9, it pays it none 
the less, out of surplus. This is a return of over 6 1/3% on one 
of the finest companies one can buy into. 

Do directors ever ask themselves why an investor buys their 
stock? 

I am afraid that with earnings of most corporations on the 
wane, and not having received a just share of the fine earnings 
in the three splendid years behind us, little can be expected in 
the way of a change of heart on the part of the directors unless 
stockholders who are desirous of realizing now, and not 10 or 15 
years hence, a fair return on their investment, make their views. 
known to the directors now, and emphatically. 


































MORE NATHAN NONSENSE 


Robert Nathan, formerly one of the “bright young econo- 
mists” of the Roosevelt administration, has come out with 
another “study” that “proves” wages can be raised and 
prices can be reduced and business can still have profits. 

This much-ballyhooed report was fired as the opening 
gun in the CIO’s new drive for fourth-round wage increases. 
The CIO paid for it, and naturally they got what they 
ordered. 

But the amazing thing about the Nathan Report is not 
its contents but the great amount of publicity given to it. 
No recognized experts or economists prepared it; it is the 
“work” of a Union-paid propagandist—so why the surprise, 
or even the interest in it? 

The experience following each round of wage advances 
has established that wage increases increase costs, that 
two plus two still equals four. Even the Fair Deal advisers 
now seem willing to grant this premise. The President made 
no mention of another round of wage increases in his latest 
Economic Report. 

But as for the conclusions arrived at in the Nathan Non- 
sense—what else did anyone expect? 






































































TAKE A VACATION! 


At least once a year everyone should have a vacation, 
not merely because it is “deserved,” but because any man 
can return from such change and rest with better perspec- 
tive and greater ability to handle his job. The executive 
who feels he is indispensable for even two or three weeks 
is either suffering from an overdose of ego, or sorely in 
need of reorganizing his setup. No man can deliver his best 


year after year without “the pause that refreshes.” It bene- 
fits both the man and his company. 



















































































Forbes 


K. O. FOR THE C. & S. 


Utility firm, down for the count, proves easy 
set-up for hard-hitting Holding Company Act 


BIG, SPRAWLING Commonwealth & 
Southern Corp., a long-time favorite 
with market s ators, is about to 
draw its last breath, depart into the 
nameless void created by Section 11 
of the Public Utility Holding Company 
Act. To many people C.&S. will die a 
hero’s death—a gallant battle-scarred 
casualty of its many jousts with Roose- 
veltania. Wounded by TVA, buffeted 
by the Supreme Court, the coup de 
grace was deftly administered by the 
Holding Act which demanded that the 
corporation “integrate” its holdings or 
get rid of them. C.&S.’s plan for com- 
pliance, recently OK'd by the U.S. Dis- 
trict Court, goes into effect Oct. 1. 

Stock Split-Up. Under the plan, pre- 
ferred stockholders will get 2.80 shares 
of Consumers Power Co. common, .55 
of a share of Central Illinois Light Co., 
and $1 in cash for each share held. 
Every 100 shares of C.&S. common 
stock will be swapped for 35 shares of 
The Southern Co. and six of Ohio Edi- 
son, plus a proportionate amount of 
undistributed cash (if any). 

The Southern Co., a completely in- 
tegrated unit organized in ‘47, com- 
prises Alabama, Georgia, Gulf, and 
Mississippi Power Companies, and Sa- 
vannah River Electric Co. Indirectly 
affected by Commonwealth’s demise 
will be Michigan Gas Storage Co. and 
Pennsylvania Power Co., subsidiaries of 
Consumers and Ohio Edison, respec- 
tively. 

Commonwealth & Southern Corp. 
(New York), a mutual service company 
whose stock is now owned pro rata by 
the operating subsidiaries of C.&S. 
(Delaware), the holding company, will 
be bought by its personnel, operated 
as an independent service company un- 
der the name “Commonwealth Services, 
Inc.,” after surrendering part of its staff 
to Southern Services, Inc., a new com- 
pany to be organized for service to the 
Southern Co.’s utilities. When president 
Justin R. Whiting turns the key in 
C.&S.’s door for the last time, he’ll be 
writing “finis” to what promises to be 
a thumb-smeared chapter in utility his- 
story. Future students of “Government 
vs. Private Utility” will find an ironic 
note in the fact that C.&S.’s Alabama 
Power Co. helped put the government 
into the power business in 1918: as a 
patriotic gesture it innocently parted 
with the Wilson dam site at Muscle 
Shoals, Ala—on the Tennessee River— 
for the nominal sum of only a dollar. 
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Uneven Contest. After Congress 
passed TVA in ‘33, Wendell Willkie, 
then president of C.&S. had ample 
cause to twitch at the memory of the 
subsidiary’s largesse. Spreading up the 
Tennessee Valley from Muscle Shoals, 
with the government and the Supreme 
Court in Back of it, TVA played a one- 
sided game of water polo. 

Willkie tried pleading, bargaining, 
compromising, and legal in-fighting to 
get TVA to stay in its own backyard, 
assure the southern companies that it 
wouldn’t muscle into their territory. He 
offered to put on the block any of the 
corporation’s distribution systems that 
TVA wanted—if the agency wouldn't 
raid. Cold stares were his only answer. 
Boring in, TVA encouraged munici- 
palities to take advantage of WPA and 
PWA, set up their own facilities. When 
C.&S. companies tried to promote 
needed construction funds they were 
stymied. The public, clutching its 
purse-strings, considered the private 
utilities doomed, forced C.&S. to chop 
its preferred stock payments from $6 
to $3 to supply the necessary financing. 

Squeeze Play. Pressured by TVA 
competition and the Holding Act, Ten- 
nessee Electric Power Co. was squeezed 
from the C.&S. system, had its $78 mil- 
lion in assets swallowed by TVA. C.&S., 
holding most of the utility's common 
stock, took a licking on this deal. C.&S. 
then sloughed off many of its gas and 
transportation holdings, eventually sold 
Southern Indiana Gas & Electric and 


Justin WHITING 
A one-sided game? 


I] 


South Carolina Power, set up The 
Southern Co. as ‘an integrated unit to 
conform with Section 11, and made 
plans to sell or distribute this and its 
other holdings to its 154,000 stock- 
holders. 

Though C.&S. has been running this 
gamut for the pe 15 years, it has still 
managed to slash kilowatt-hour rates 
from 5.19¢ in ’82 to 2.40¢ today—.6l¢ 
under the national average. In ‘31 it 
sold 4% billion KWH; last year it 
topped 15 billion. Today, as the cor- 
poration gets measured for its shroud, 
it points gleefully to the fact that in 
Tennessee—TVA territory—only 58% of 
the farms had been electrified by 1949. 
“Backward” Georgia and Alabama— 
C.&S. territory—notched a 70% average. 

There’s no feuding now between 
TVA and C.&S. companies, however: 
they swap power, help one another out 
in a pinch. There are other bright spots, 
too: C.&S. common stockholders, divi- 
dend-starved for the past 17 years, will 
get income-paying stocks in Southern 
Co, and Ohio Edison. Last year the 
former paid 60¢ a share, the latter $2. 

Esprit De Corporation. And in Com- 
monwealth & Southern (New York), 
the service company, there’s a new 
spirit. As future part-owners of “Com- 
monwealth Services, Inc.,” each em- 
ployee takes his responsibilities seri- 
ously, even looks askance at the slug- 
gard who dallies too long over his mid- 
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POWER PLAY 


Philco Corp. stepping up 
volume, tuning in for try 


at low-cost tele crown 


LONG-TIME CHAMPION IN the home and 
automobile radio field, Philco Corp., 
under the shrewd, aggressive guidance 
of President William Balderston, is now 
setting its sights on the television crown 
too. Turning out a scant 30-40,000 sets 
in 1947, in ‘48 it rivalled tele-king RCA 
with a production jump to 200,000. 
Current figures, like those of its com- 


‘petitors, are strictly hush-hush—not 


even the industry trade association 
knows the score—but it’s no secret that 
the company hopes to notch a 4-500,- 
000 mark this year. 

Low-Cost Leader? No newcomer to 
TV, Philco was engaged in research 
back in 1928, broadcast experimentally 
as early as 1932, takes credit for many 
a video landmark since then. Today, 
with the importance of radio receivers 
slipping steadily—-TV output value is 
already crowding its parent hard— 








Philco is casting a calculating eye to- 
ward what it figures will stack up as 
its particular b ormicta the low-cost tele 
field. Says Balderston: 

“Inexpensive models are where big 
TV volume will lie, and we're planning 
with that in mind.” 

All the current video hurly-burly 
leaves Philco management cold. It's 
only temporary, they say, a necessary 
readjustment. The market saturation 
point is still at a low figure. Their 
credo: if price brackets are right, a 
major mass-market is: wide-open to 
them. 

Appliance Growth. Meanwhile, the 
company isn’t missing any bets in other 
lines. Though known chiefly for its radio 
and television operations, the propor- 
tion of company sales for these two 
lines has been declining, was only 46% 
last year. Reason: Philco is expanding 
rapidly in the appliance field—in 1948 
refrigerators, home freezers, and single- 
room air conditioners accounted for 40% 
of its volume; vacuum tubes, parts, dry 
batteries and accessories made up 9%; 
the rest went into government and in- 
dustrial business. 

Appliances will account for an in- 
creasing share of business as Philco 
pushes its newly acquired line of elec- 
tric ranges. Purchasing the Electromas- 
ter Co. last year, it’s now aggressively 
expanding sales, expects to garner a 
sizable chunk of the “unsaturated” elec- 
tric range market—only 20% of elec- 
trified homes have such ranges. 

Refrigeration sales in 1948 brought 
the company within challenging dis- 
tance of the leaders. This year it al- 
ready boasts a 15% sales climb—in the 
face of a 15% overall market shrinkage. 
Home freezers and single-room air con- 
ditioners are also being pushed, and 
Philco claims star billing in both these 
lines, too. 

Fast Shift. Research, product diversi- 
fication, generous advertising, a closely- 
knit dealer organization, and “judicious” 
pricing have been hall-marks of Philco’s 
merchandising success ever since the 
days when its comfortable existence as 
a radio battery manufacturer was shat- 
tered by the development of the plug- 
in radio. Doing a quick shift, in 1929 
the management jumped into the then 
precarious low-cost radio field. Intro- 
ducing a radically different ies 
belt type of production, Philco shot 
ahead fast, at the same time cornered 
a major share of the auto-radio mar- 
ket. Almost two decades later, when 
it turned to big-time TV set production, 


*L. to R.: Vice-Presidents Smith (re- 
search and engineering), Carmine (execu- 
tive v.-p.), Skinner (service and parts), 
President Balderston, v.-ps. Otter (sales), 
Hardy (video and radio division), Gillies 
(tele-radio operations). 





Pritco’s TELEVISION TEAM® 
“The hurly-burly is temporary” 


Philco adopted the same streamlined 
conveyor belt technique it had used for 
radio. Starting in 1947, with a ratio 
of one assembly line for TV to seven 
for radio, it has gradually reversed the 
proportion, expects an 8-0 set-up (all 
video) by the year’s end. 

Balderston first entered the Philco 
picture in 1930, when the company 
bought out Transitone Corp., pioneer 
auto-radio firm in which he had an in- 
terest. Before that he had been with 
the Ray-O-Vac Co., battery manufac- 
turers. 

His first Philco achievement was the 
organization of a Car Manufacturers 
Division to handle sales of automobile 
radios. Pioneering in engineering and 
promotional work, the division quickly 
took over leadership in this line, is still 
the largest in the field. 

Challenge. Toughest management 
challenge Balderston has faced arose 
out of the war, when he was handed 
the responsibility for developing and 
producing $400 million worth of radar 
and other electronic equipment for the 
Army and Navy—a job which resulted 
in his getting the President’s Certificate 
of Merit. Businesswise, it won him the 
executive vice-presidency, in 1946, 
from which post he stepped into the 
presidency in June, °48. 

Self-contained, alert, Balderston is a 
pleasant-voiced, somewhat professorial- 
mannered executive. Trained as a civil 
engineer, he made his mark originally 
as a salesman and production expert. 
now has a well-controlled grasp of all 
management activities. 

He takes enormous pride in his fam- 
ily, closely follows the doings of his 
two college-age boys. Favorite leisure- 
time pursuit: flower raising, with an 
occasional dabble in photography. In- 
dicative of his competitive nature is the 
fact that though he likes the game, he 
doesn’t play much golf—he can’t relax, 
plays with the same intensity as he 
works. 
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A keen judge of economic develop- 
ents, Balderston has already cleared the 
decks for Philco’s future in a boom 
vanishing economy: the company’s 
management set-up has been greatly 
simplified along the lines of product 
divisions, financial planning has been 
adjusted to a lower volume of business. 
No defeatist, however, he refuses to be- 
come depression-panicky, predicts noth- 
ing more calamitous than “a return to 
pre-war patterns of business.” Mean- 
while, he’s pushing creative product 
development, continuing Philco’s stress 
on imaginative selling. 

Production The Key. Big problem 
facing the country today, believes 
Balderston, is to get people back into 
the spirit of production: “The catalytic 
agent in the American system is pro- 
duction. If we can get cost and price 
down, ‘other factors will be Sacbled 
If industry generally does this, it will 
offset the leveling off process.” 

People still have money to spend, 
he argues, “but are more selective as 
to price and quality. Our job is to put 
out value in an attractive package. This 
was proven with our refrigerators.” 

A man with a “green thumb,” Bal- 
derston can be expected to nurse 
Philco’s fortunes as carefully as he does 
one of his prize flowers—and with 
equally bright prospects. 























































































































EXEC PENSIONS 


Stockholders, irked by 
lush pension payments, 
ask: “What about us?” 












WHISPER “EXECUTIVE PENSIONS” to @ 
dividend - starved stockholder — then 
duck. The words make most stock- 
holders fighting mad; but, as a rule, 
they smoulder in impotent silence. 
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Why, they irately ask, should corpo- 
rations yearly set aside hundreds of 
rua in pension contributions for 
officers in the $25,000-and-up income 
bracket, especially when they by-pass 
dividend declarations to the common 
stockholders? 

Non-Discriminatory. Stockholders have 
no bone to pick with the corporation 
that includes executives under a broad 
pension plan for all of its agua 
The bigwigs, they feel, like other work- 
ers, are entitled to a retirement benefit 
based solely on aggregate earnings and 
length of service. Rarely does the maxi- 
mum payment under such plans exceed 
$10-15,000 yearly, after retirement. 
These, usually, are the types of funds 
that fully qualify under the Internal 
Revenue Code, receive preferential tax 
treatment, and do not discriminate be- 
tween executives and other employees. 

It's the “non-qualifying” type of 
fund, designed to favor executives and 
officers—and dodge taxes—that gets the 
stockholder’s dander up. Shrieks bom- 
Sbastic columnist Westbrook Pegler: 

“The executive pension racket now 
gives thousands of fat cats of free en- 
terprise a lien on the petty individual 
capital of millions of stockholders. It is 
no exaggeration to speak of this racket 
as a greedy outrage put over in the 
dark of the moon, for no individual 
small investor can protect himself. . . . 
In lean years when there are no profits 
for the stockholders, the pensioners on 






















such de luxe social security continue to 
draw checks. Who is going to pay the 
stockholder a pension? What about him?” 

Double-Barreled Blast. One “him” 
who let go both barrels was Sherman 
Fairchild, large stockholder and former 
executive of Fairchild Engine and Air- 
plane Corp. Sending out 13,300 fiery 
postcards to the company’s sharehold- 
ers, Sherman squared away for a knock- 
down, drag-out proxy fight with com- 
pany management over the proposed 
$25,000 yearly pension for chairman 
J. Carlton Ward, Jr. (see Forses, July 
15). Result: Sherman churned up suc 
a publicity stir that the board and Ward 
mutually,agreed not to pursue the mat- 
ter, dropped the item from its annual 
meeting agenda. Last month Ward also 
was dropped. 

Like Fairchild Engine, most corpo- 
rations’ proposed pension plans and 
executive contracts are subject to stock- 
holder debate. Usually, they are not 
debated, or, if they are, the motion to 
defeat them is swamped by director- 
held proxies, signed py stockholders 
who-—at the time—are diffident about 
the issue. When they get the following 
year’s “Notice of Annual Meeting” they 
find they've voted away profits in the 
form of executive pensions to the tune 
of many thousands. 

Wide Variations. A random handful 
of these “Notices” discloses a wide 
variation in corporation pension contri- 
butions. For instance, Edward Waller- 





International 


A BUSINESS UPSTART a few years 
ago, since 1945 the vending ma- 
chine industry has spread itself over 
a daily widening segment of Amer- 
ican economy, is currently raking in 
profits from dozens of different 
fields: cigarettes, candy, beverages 
(including milk and coffee), dough- 
nuts and sandwiches (above), ho- 
siery and handkerchiefs, newspa- 
pers, stationery, peanuts and pop- 
corn, soup, chewing gum, post 
cards and stamps, air insurance poli- 


Variety in 





Vending 


Se} 


International 


cies, tickets, golf balls, and innum- 
erable others. 

Biggest sellers, according to Vend, 
industry magazine, are: beverages 
(total weekly sales—49,500,000 bot- 
tles); cigarettes (48,750,000 packs 
a week); candy (42,000,000 units 
weekly). Among the latest newcom- 
ers: the “Robot Vender,” above 
right, which not only sells merchan- 
dise but also makes change, is even 
able to reject slugs and counterfeit 
coins. 
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stein, chairman of Columbia Records, 
Inc., received a total of $63,205 in 
salary and bonuses, and the corporation 
set aside $12,752, a bit over 20% of his 
remuneration, for his retirement pen- 
sion and insurance plan. International 
Harvester, on the other hand, paid 
Chairman Fowler McCormick $161,- 
050, put aside only $11,010, or 6.85%, 
toward his retirement—a percentage 
approximately equal to that set aside 
for a $5,000-a-year engineer in the com- 
pany. Allied Chemical & Dye Corp. set 
nothing aside for its executives, while 
other companies’ pension contributions 
anged from 3.6% up to 17%. 

Some executives are awarded com- 
pany stocks, to be paid to them in 15 
or so equal installments after their re- 
tirement. Many of the plans analyzed, 
however, fall into the “qualified” cate- 
gory of the Revenue Code. Others do 
not. 

Quick to defend “unqualified” plans, 
the corporate arguments are such as to 
indicate that the executive pension issue 
is not a clear-cut black or white. Argu- 
ments pro and con touch on free enter- 
prise, Federal tax structure, moral obli- 
gations, on occasion even delve into the 
metaphysical. Basic issue: What consti- 
tutes just compensation? 

Pegler’s answer, though interesting, 
is typically Pegler: “The point is that 
any man who has been paid off on pay- 
7, a whether in sweaty bills in an en- 
velope or a big check sent to his bank, 
is square with the board and has noth- 
ing coming . . . Let him [the executive] 
save something in a pig bank, a cookie 
jar or a savings account, or hang it on 
the old lady in diamonds, but his sav- 
ings and his future are his own look- 
out.” Some, by no means all, will agree 
wholeheartedly with him. 

Incentive Problem. Corporations won't. 
They have many problems which, 
through choice or necessity, can be an- 
swered only through use of deferred 
compensation. The biggest of these: 
executive incentive. With Federal taxes 
reaching deep into their pockets, offi- 
cials and administrators have little de- 
sire to “burn themselves out” for the 
“good ol’ company.” Some, when given 
an opportunity to move up the corpo- 
rative ladder, scorn the accompanying 
salary boost as fool’s gold: so little 
would be left for them, after taxes, that 
the “promotion” wouldn’t be worth the 
additional headaches, they reason. Other 
officials, wearying of what they con- 
sider an inequitable balance of take- 
home pay and responsibilities, prefer, 
in lieu of any salary increase, additional 
assistants to lighten their burden. 

For this reason many companies 
think that complaining stockholders 
are looking at the “hole” instead of the 
“doughnut.” Through deferred compen- 
sation contracts, which set aside sub- 








stantial tax-free sums for the executive 
and brighten his economic future after 
retirement, new enthusiasm is injected 
into his step—which, it is reasoned, pay 
off, eventually, in higher corporate effi- 
ciency and earnings. 

Hard Bargain? This not only gives 
the official an incentive—it also tends to 
discourage his looking elsewhere for a 
more lucrative position. This is a major 
problem. 

Also, when dickering for the services 
of a top-flight executive, “fringe” bene- 
fits are as important to the would-be 
exec as they are to the labor chief. 
Because good executives are hard to 
find, and a good one knows it, he natu- 
rally is inclined to drive a hard bargain. 

Again, deferred compensation makes 
it easier for the aged official to get out 
from behind the driver’s seat, or for the 
corporation to nudge him out. Being 
assured of a substantial pension makes 
jumping off the corporate ladder less 
fraught with economic dangers. It 
also assures the corporation of a con- 
stant supply of younger blood in the 
top echelons, lessens the prospect of 
the “junior” executive having to hang 
around for 30 years waiting for his boss 
to die. Says the Atlantic Refining Co.: 

“We believe that a Retirement Sys- 
tem is justified to enable management 
to relieve the company of superannu- 
ated employees, and this reason is par- 
ticularly important at the top. An em- 
ployee who has started to fail in full 
energy and mental faculties among the 
lower-paid group cannot affect the com- 
pany’s progress materially; but in the 
top echelon it can be very serious.” 

“Rainy Day" Reason. Perhaps the 
weakest reason given for executive pen- 
sions is that of maintaining a man, after 
retirement, in a manner to which he 
has become accustomed. Executives, 
they say, like the man in the shop, live 
up to their incomes, have little to save— 
after taxes—for a rainy day. Pensions, 
therefore, should be geared to approxi- 
mate their high standard of living. 

Another weak reason: tax dodging. 
Says the Columbia Law Review: “While 
a corporation may find it difficult, 
within the limits of a qualified plan, to 
provide a reasonable pension for men 
whose earnings have accustomed them 
to a high standard of living with con- 
comitant expensive commitments, this 
hardly seems a sufficiently compelling 
reason to justify surtax avoidance.” 

Tax Factor. There’s little reason to 
doubt that taxes and tax avoidance is 
a major factor in drawing up many 
pension trusts, annuities, insurance and 
stock purchase plans that fall outside 
of Sections 165 and 23(p) of the In- 
ternal Revenue Code, as amended in 
1942. Prior to that year many com- 
panies abused the spirit of the Code 
in favor of its executives; for a plan to 


qualify today it must be non-discrimi- 
natory. It would be financial suicide for 
a corporation, under a qualified plan, to 
pay its executives lush pensions. In or- 
der to do so it would have to com- 
pensate every other employee at a 
comparable rate. 

To get around the restrictions of the 
Code, and still come up with plans that 
benefit from preferential tax treatment, 
corporations have gone into unqualified 
plans. Under these, pension fund earn- 
ings and the corporation’s or the execu- 
tive’s contributions (if any) are taxable, 
depending upon whether the executive 
has any “rights” to the fund or not. If 
he has no vested rights, or if the 
ration has the power to forfeit these 
rights, the executive pays no current 
tax on the corporation’s contributions 
to the fund. 

Many companies, in order to eushion 
the tax burden on the executive, spe- 
cify that he loses his rights to his pen- 
sion if, after retirement, he works for 
a competitive company or refuses to 
give “consultive advice.” These gim- 
micks, by never fully vesting the pen- 
sion in the executive, allow him to go 
tax-free until he actually receives pen- 
sion money after retirement, when his 
tax rate normally is lower. 


Legal Problems. Executives like this 
Many have high current surtax rate 
that would appreciably reduce thei; 
contributions iF they were required ty 
pay the tax. The corporation, on the 
other hand, paying a flat 38% rate, lose 
less. 

There are legal difficulties, however 
and if the corporation doesn’t proteq 
the stockholders’ interest they may sy 
it for paying the tax. 

Says G. Gilson Terriberry Co., Ney 
York pension consultants: “There js 
considerable doubt regarding the ult. 
mate tax situation under many of thes 
contracts.” 

Observes the Columbia Law Review: 

“Whether tax avoidance by these mean; 
should continue to be tolerated present 
an important = of policy. . ., 
While the tax fits of non-qualified 
deferred compensation plans are avail 
able to co te executives, they ar 
not available to members of — 
ships or to unincorporated individu 
proprietors of equivalent present in. 
come.” 
Perhaps the law—at some distant 
date—will solve the knotty problem fo 
all concerned: the stockholder, corpon.- 
tion, executive, and the Internal Rev. 
enue collectors. 


BOOSTER SHOT? 


Research Institute sparking southern comeback, 
rolling up profits for Dixieland industrialists 


PAUSING JUST LONG ENOUGH for a 
“Coke” and a quick look at the latest 
census figures, business-hungry south- 
erners are stepping up their drive to 
strike a better balance between the 
land and the machine. Not content 
with a quickened industrial pace as a 
result of war-generated business—from 
1939 to ’47 the region’s rate of gain 
was higher than the national average— 
Dixie business men are now planning 
even more ambitiously, hope to snatch 
an even bigger slice of the nation’s 
economic pie. 

Southern Sparkplug. Important spark- 
plug in this post-war surge is the 
Southern Research Institute. Conceived 
in 1941 by Alabama Power’s Tom Mar- 
tin (see Forpes, Dec. 15, 1948) and 
other southern leaders, it hung fire dur- 
ing the war years, didn’t actually get 
under way until April, 45, in ne: 
ham, Ala. A non-profit, locally capita 
ized set-up, the Institute picked up 
speed quickly, in three years had 
jumped its research volume from $68,- 
000 to over $400,000, handled 170 dif- 
ferent projects for sponsors in 20 states. 
Typical undertaking: a research job for 
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Sloss-Sheffield Steel & Iron Co. to tum 
up new uses for coal tar by-products 
Results: an aluminum paint that ha 
already won wide consumer acceptance, 
a new manufacturing division for Sloss 
Sheffield. 

New products aren’t SRI’s only con 
cern, however. Methods and processes 
also come within its purview. For er 
ample, the expanding market for south 
ern pig iron is another of its “success 
stories. In a project sponsored by 
Woodward Iron Co. it hatched a cos 
cutting s that greatly improvet 
the machinability of the region’s high 
phosphorous cast iron, thus relievel 
southern foundries from their long de 
pendence on “imported” iron from th 
North. 

Wood Waste. The Institute is alw 
stimulating the use of forest products 
With 50% of the South sprouting tim 
ber, the area provides about two-fifths 
of U.S. forest products. But with the 
exception of fuel 
i products. Nickey 
Bros., Memphis, Tenn., veneer and ply: 
wood manufacturer, asked SRI to fini 
a use for the wasted 60%. 





[t had long been known that by 
hydrolysis with weak sulphuric acid 
any form of wood waste could be con- 
verted to molasses, which when blended 
with protein feeds results in a balanced 
cattle food. SRI researchers came up 
with what ay consider a cheaper 
process, now plan a large pilot plant 
for converting wood waste into mo- 
lasses. 

Tung Tie. The region’s agricultural 
assets aren’t being overlooked, either. 
The tung oil industry, for instance. 
Bothered because one of its by-prod- 
ucts, a had a highly toxic sub- 
stance which relegated its use to that 
of a “fertilizer,” tungsters turned to 
SRI for help. The Institute responded 
by rendering the meal non-toxic. Since 
it has a high food value as an animal 
feed, the achievement opened wide 
new avenues of revenue to producers. 

SRI is also proud of its synthetic or- 
ganic chemists and chemical engineers 
for concocting a process for the con- 
version of d-limenone, principal com- 
ponent of Florida and Texas citrus peel 
oils, into l-carvone, the active ingredi- 
ent of natural oil of spearmint. In view 
of the serious shortage of the latter, a 
number of spearmint users are actively 
interested in evaluating the new syn- 
thetic in chewing gum and pharma- 
ceutical preparations. 

Peanut Process. Better peanut butter 
(more spreadable, smoother tasting) is 
another recent SRI achievement. Also 
on the fire: investigations into the 
chemical and engineering aspects of the 
warp sizing of cotton yarn, research in 
tobacco chemistry and technology. 

Work of a more nearly “pure” re- 
search nature is currently being carried 
on in cancer. So far, some 150 com- 
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Labor Scene 


Gossip and Goodwill 


-by LAWRENCE STESSIN 


Wuat boEs Joz Worker talk about 
when his day is done? He talks 
about his job, the place where he 
spends more than a third of his 
life. It is this after-hours chatter 
that spells the difference between 
good and bad community relations 
or a company or an industry. It is 
what the workers say to their 
friends, their neighbors, and their 
relatives that molds pub- 

lic opinion. Management, 

getting more community 
relations-minded by the 

day, is beginning in earn- 

est to encourage this sort 

of homey gossip. 

A growing number of 
executives are telling em- 
ployees, point-blank, to 
become a lot more inquisi- 
tive about their companies or in- 
dustries: “First know what makes us 
tick—then tell everybody about it.” 
A considerable segment of the na- 
tion’s oil companies have been run- 
ning a campaign, “Know Your In- 
dustry,” telling workers via fact and 
photo the little known tidbits about 
oil and its relation to the economy 
and the individual. U.S. Rubber Co. 
ow out an excellent cartoon book- 
et, “The Story Of Rubber,” so em- 
ployees can answer questions about 
the products they help to manufac- 
ture. Canada Starch Co. does like- 
wise with a manual called “The 
Story Of Corn And Its Products.” 

On a more personal basis, many 
organizations want employees to 
know more about au operating 
practices and policies. The Potomac 
Electric Power Co., Washington, 
D. C., is an example of this type 
of approach. Said PEPCo in a re- 
cent memo to employees: “Your 
friends, neighbors, and acquaint- 
ances expect you, as a PEPCo em- 
ployee, to have all the answers about 
PEPCo bills, rates, and services.” 
Then followed a series of questions 
and answers dealing with company 
policies. 

Generai Mills is another company 
that is-a stickler for employee par- 
ticipation in developing the com- 
pany’s good name. Here’s what the 
company tells its employees—and 
makes the information available to 


them via every means of employee 
communication: 

1. Keep up to date on your com- 
pany. Know about its present opera- 
tions and plans for the future. Read 
the annual report. Watch the bul- 
letin board. Get and read the com- 
pany's various publications and 

ets. 


2. Know about company benefits. 
Acquire a good general 
understanding of the re- 
tirement system, the 
health association, the 
suggestion system, the 
payroll savings plan, and 
the training programs. 

3. Know your plant or 
office. Can you describe 
its operations? Do you 
know what’s going on in 

other departments? Do you know a 
little about its history? 

4. Accentuate the positive. Good 
news bears repeating. By saying a 
good word for your company you're 
putting in a good word for all of us. 

5. Eliminate the negative. Help 
correct wrong impressions about 
General Mills. Spike groundless ru- 
mors. If you have any unanswered 
questions about your job, wages, or 
company benefits, ask your super- 
visor or department head. 

6. Be helpful, pleasant, courteous 
and sincere in all your contacts. Re- 
member that to a good many people 
you ARE the company. Good tele- - 
phone behavior is also important— 
it’s all too easy to fall into the habit 
of being discourteous, abrupt, or 
quick-tempered. 

7. Be a good citizen. By taking 
part in church activities, young peo- 
ple’s organizations, Boy Scouts, PTA, 
Red Cross, or any other civic and so- 
cial projects, you are not only con- 
tributing to the welfare of the com- 
munity—you are building good pub- 
lic relations for yourself and for 
General Mills. 

8. Be proud of your job. You are - 
one of the 11,000 productive peo- 
ple whose daily work results in a 
steady flow of goods and services to 
the American homemaker, farmer, 
baker, and other manufacturers. Our 
products help to feed. 50 million 
people a day. 

















pounds have been developed and 
tested. Those reacting favorably are 
passed on to the Sloan-Kettering Insti- 
tute for further trial. Already, at least 
one of the treatments is being tried on 
human patients. 

SRI’s expanding laboratories cover 
12 basic fields, from organic chemistry 
to mineral products, from biochemistry 
to plastics and rubbers. No regional 
snob, the Institute will take work from 
anyone, regardless of location. Projects 
are accepted from only one company 
in a field, are carried on with the 
sponsor's commercial objectives kept 
clearly in mind. All discoveries become 
the sponsor's exclusive property, SRI 
assigning all rights, patents, and titles. 

King Cotton may dethroned, but 
a host of other products are hurrying 
forward to take his place. And more 
and more of them are sifting out of SRI 
labs, where Director William Murray 
and his team of 88 technicians are cen- 
stantly creating new products, proc- 
esses, and methods—not only for alert- 
minded industrialists, but also for cul- 
tivators of the soil and workers in the 
forests. 


Success Symbol. Besides its practical 
achievements, in the words of Chair- 
man Martin, SRI is also a symbol of the 
South’s “determination to enjoy, on 
equality with other regions, the proc- 
esses of economic expansion through 
scientific research.” To southern indus- 
trialists, it’s a symbol that means money 
in the bank; to Southerners in general 


it stands for more jobs and more oppor- 
tunities. 


ATOMIC TONIC? 


Atom blasting spud from 
Idaho top spot, sets off 
boom throughout state 


THE ATOMIC AGE IS SETTING up econ- 
omic chain reactions all along the Con- 
tinental Divide. Brightest spot in the 
Rocky Mountain region, key-shaped 
Idaho is in a dither over the $500,- 
000,000 atomic reactor plants the gov- 
ernment will build during the next five 
years on the Arco desert, 86 miles 
northwest of Pocatello. 

From A Rumble To A Roar. The 
economic rumblings now being heard 
by the state’s potato growers and wheat 
farmers actually set in shortly after the 
war's end, when the Department of In- 
terior began to encourage development 
of Idaho's vast phosphate deposits. The 
rumble became a roar when the U.S. 
Atomic Energy Commission, after se- 
cretly investigating some 70 sites in 
isolated sections of the 11 western 
















































Arco, IDAHO 
Before the boom 


states, selected a barren, lava-capped 
400,000 acres near the village of Arco 
(pop., 650) as the site for the first 
peacetime reactors to generate mobile 
atomic power units. 

Factory representatives, speculators, 
and promoters hurriedly began scan- 
ning maps and airline schedules to find 
out just how to reach Idaho, and today 
the Snake River Valley is in the throes 
of a full-fledged boom, with light air- 
planes necessarily landing in cow pas- 
tures until local communities get around 
to improving heretofore neglected air- 

orts. 

"Sneaker" Industry. Idaho's sparsely 
scattered 550,000 residents, given pre- 
dominantly to agriculture and living off 
and with the Union Pacific railroad, are 
getting used to the state’s sneaker phos- 
phate industry and the manufacturing 
of chemical fertilizer for the world mar- 
ket (Boise’s J. R. Simplot, a super- 
charged young industrialist who op- 
erated on a shoestring before the war, 
recently turned down $5 million for his 
budding fertilizer business and mineral 
holdings). 

But these newly discovered benefits 
pale in comparison with the sudden 
activitation of the geographically iso- 
lated Arco desert. In a spirited com- 
munity race a few months ago, Idaho 
Falls, 75 miles from the actual site, 
was selected as the project’s adminis- 
tration headquarters town. Under the 
general managership of Leonard E. 
Johnston, 37-year-old AEC careerman, 
the commission is expected to spend up 
to $30,000,000 on initial phases of the 
project this year, with construction roll- 
ing into high gear in late 1950. 

By 1951, when peak construction is 
under way, some 6,000 construction 
workers and their families will be liv- 
ing in the area. Already, Arco’s slightly 
dazed city council labors over plans to 
take care of 10,000 citizens, watches 
wide-eyed as a whole new city begins 


to rise from the dusty flatness of the 
desert. 
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Uranium Potential. The arrival of 
atomic research is sparking renewed in- 
terest in Idaho’s vast deposits of mona. 
zite sands in the isolated Salmon River 
country north of McCall—extensive 
monazite mining and trainload ship- 
ments to a Chicago firm (Lindsay 
Light & Chemical Co.) have been un 
derway for nearly eight months. For a 
long time it was carefully guarded in. 
formation that monazite sands are a 
source of thorium and uranium—the 
state’s unknowing miners were con- 
stantly puzzled by brusk rebuffs from 
AEC Washington headquarters when 















they made inquiries about monazite.§ 





Now they know the once useless 
mineral may become one of the state's 
spanking new industries. 

As Idaho takes on fresh economic 
luster, its tub-thumpers are gathering 
facts and figures to help sell it as one 
of the last great frontiers of America. 
There’s lots of room, they'll tell you, 
in a state whose population is only 6.3 
persons per square mile (the nation’ 
average: 44.2; New York’s: 281.2). 

Some of the country’s largest cheni- 
cal firms have taken options on Idaho 
mineral deposits and industrial acreage 
in anticipation of developments now 
emerging. In the Pocatello district 
alone, paced by Westvaco Chemical 
Division of Food Machinery & Chemi- 
cal Corp, the combined investment of 
the new chemical industry in the four 
year period ending 1950 will amount 
to more than $15 million. 

Other Assets. Business leaders also 
count among Idaho's assets the reju- 
venated and varied metal mining in the 
Panhandle, including an impressive 
lead output; increased timber resources; 
magnificent scenery; easy access to Sun 
Valley; and a fast-growing dairy in- 
dustry. 

With the new atomic energy pro 
gram fast taking shape, Idaho expects 
to maintain its current top spot in the 
Rocky Mountain economic pattern fot 
many years to come. - 
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“BUYER BEWARE” 


Business men “fall guys” 
for Washington influence 
racket: an inside report 


‘NoT LONG AGO THE board chairman of 


a multi-million-dollar corporation of- 
fered me $500 to make a “prelimi 
survey” to learn whether his firm should 
tie up with a high-powered Washing- 
ton sales agency—which would want a 
percentage on the gross business ob- 
tained. I spent a week checking the 
agencies with which his company 
would be doing business—if any. I in- 
terviewed agency executives, talked to 
Congressmen familiar with both the 
corporation’s products and the govern- 
ment’s general needs. My recommenda- 
tion was “No.” 

I found that all the Federal business 
the company could get was open only 
to competitive bidders, and that. its 
contract set-up, in its home offices, was 
stafted with men who understood every 
phase of this technical work. The Wash- 
ington agency would have done nothing 
for its fee but muddy the waters. 

"Influence Artists." Washington has 
many able men in every field—obvious- 
ly. It also has its quota of false alarms, 
“influence artists,” and phonies. Just 
how phony may be judged from a little 
joke that’s been going the rounds here 
since last November: An out-of-work 
politico, loooking for “clients,” called on 
several midwest manufacturers who, he 
felt, should have a Washington repre- 
sentative, finally ran into one who 
seemed impressed with his qualifica- 
tions. 

“Maybe we can do business,” said 
the exec. “I ought to be getting more 
orders from Uncle Sam. But I must 
have a representative who knows the 
right men. Do you know John Snyder?” 

“Just like that,” said the lobbyist ex- 
pansively, holding up two fingers side 
by side. 

“How about Krug—know him?” 

“We were at the same cocktail party 
only the other night.” 

“Louis Johnson?” 

“Sure. Been in his office several 
times.” 

Pleased, the manufacturer said bright- 
ly: “Well, you must know Harry Tru- 
man, too.” 

“No,” was the nonchalant reply. “But 
I know of him.” 

The story illustrates the tendency of 
many Washington representatives to 
exaggerate both their wide acquaint- 
ance and their “know-how.” . 

Careful Study Needed. It’s difficult 
for anyone to tell a manufacturer or 
distributor just what to do to be sure 
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“We'd like to do more business 
with Uncle Sam. Should we hire 
a special Washington representa- 
tive?” This is a question asked 
with increasing frequency these 
days. To give Forses readers 
a behind-the-scenes answer we 
asked one of our Washington staff 
men—a veteran newsman with 
many years of experience and 
wide contacts on Capitol Hill—to 
dig into the matter and write a 
first-hand report of his observa- 
tions. Here it is. 











of getting the best possible Washington 
representation. It’s just as difficult to 
tell any one company what type of 
Washington set-up it might need. But 
it’s even more difficult, without care- 
ful study, to tell whether Washington 
representation is needed at all. 

Different industries have different 
needs. Also, a great deal depends upon 
whether or not this or that legislation 
is passed, whether this or that govern- 
ment trend will continue. Some com- 
panies ought to have a Washington of- 
fice as long as the Economic Coopera- 
tion Administration is in existence. The 
same firms may vary the size of their 
set-up as the ECA program affecting 
their industry varies from season to 
season. 

In short, there are no hard and fast 
rules. However, certain rather obvious 
points are frequently overlooked by 
business men. There seems to be some 
kind of feeling that comes over many 
executives when they go to Washing- 
ton, that causes them to lose the care- 
ful judgment that characterizes most of 
their decisions about other matters. 





WASHINGTON REPRESENTATIVE 
Watch out for the phonies 
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Capital Carelessness. One reason for 
this is that they are misled by careless 
friends who live in the capital. Don’t 
think, merely because you have a friend 
in business in Washington, or a mem- 
ber of Congress, that it automatically 
means he’s informed about the relative 
worth of men whom he may know only 
casually. I have seen business men con- 
tact an old friend and say: “I’m down 
here to find a new Washington repre- 
sentative — somebody who's on the 
beam. Do you know so-and-so?” 

“Yes,” the long-time friend replies. 

“Does he seem to be a pretty right 
guy?” 

“So far as I know.” 

With no more recommendation than 
that the manufacturer would put in the 
hands of a virtual stranger the disposi- 
tion of hundreds of thousands of dol- 
lars of potential business. It has been 
done. Several years ago Washington 
newspapers featured stories about some 
so-called sales representatives who had 
made hundreds of thousands of dol- 
lars by apparently “serving” reputable 
manufacturers. The papers showed that 
their accomplishments could have been 
handled just as well by mail from the 
manufacturers themselves. 

Make A Survey. If you think you're 
going to need Washington representa- 
tion, or a Washington office of your 
own, use the same commonsense as 
you would in opening a branch office 
or factory in Galveston, Seattle, or 
Keokuk. First, either have a survey 
made by a competent member of your 
own staff, or hire some well-known 
Washington individual or organization 
to make one for you. The cost, in either 
case, should not run to more than $500. 
You'll want to learn the answers to such 
questions as these: 

1. Is the amount of business we're 
doing with Uncle Sam, and the pros- 
pect for more business, worth the in- 
creased expense of maintaining a Wash- 
ington office? 

2. How much will such an office 
cost? (A lot of companies have been 
amazed at the money they have fun- 
neled out trying to be “influential” in 
the nation’s capital.) , 

8. What will be the public’s reaction 
to our having a Washington office? Are 
they likely to suspect “dirty work at 
the cross-roads,” for example? 

4. Besides sales, what are the other 

ses my company may have for 
Seciee a an iffice? (Perhaps the 
president of the firm is serving on one 
or more government boards, and could 
more easily fulfill his duties with the 
aid of a capital set-up.) 

No "Peanut" Proposition. After these 
questions are answered, if you then de- 
cide to open an office, be sure it’s com- 
petently staffed and adequately fi- 














nanced. Washington is no little town 
on the Potomac. It will cost plenty for 
your man to get around and become 
as influential as he should be if he’s to 
do justice to his job. 

If the decision is to employ someone 
already in business in Washington, 
don’t be hasty about your choice. Be 
wary of the windbags, front-men, and 
24-karat heels who abound in the “in- 
fluence” racket. 

They fool plenty of business men 
every year. 

Use the same techniques in checking 
on your representative as you do when 
you employ a new assistant or sales 
manager. Check his credit rating— 

oud be surprised at how many of the 
oma with big offices can’t even meet 
their dry-cleaning bills. Check his char- 
acter references. A lot of them list well- 
known men, but investigation some- 
times proves that they’ve only met your 
potential representative at a tail 
party, know nothing else about him be- 
yond the chit-chat that usually accom- 
panies such affairs. 

Don’t be carried away with spurious 
advice and false claims by Washington 
acquaintances. If you're hiring a man 
because he knows so-and-so, be sure 
he does know so-and-so. It’s naive to 
take his word for it, but I’ve seen a 
half-dozen business men play a certain 
fellow for months under the impression 
that he was influencing this or that big- 
wig when, in reality, he was spending 
most of his time drinking at the Na- 
tional Press Club, or out at Havre de 
Grace playing the ponies. 

Get An Expert. It may be your sur- 
vey will reveal that you need part-time 
Washington representation. If so, get 
the names of several reliable men who 
are fitted for the job. Your local Cham- 
ber of Commerce—or the U.S. Chamber 
—can often supply the names of sev- 
eral who are bona fide professional ex- 
perts in this or that line. Perhaps you 
need a man to draw a bill for you, so 
you can make a valid claim against the 
government through Congress. Maybe 
you'll want a representative to cover a 
certain conference or meeting, or pre- 
pare a statement for you to give before 
a Congressional committee. These are 
legitimate fields of interest for almost 
any top executive. 

Sometimes your Senator or Repre- 
sentative can put you in touch with the 
right man. And often your trade asso- 
ciation can be helpful: sometimes it 
will do a particular job itself, save you 
the need of worrying about outside 
representation. 

Whatever you do, however, don’t be 
an easy dupe for some self-touting, 
self-styled Washington public relations 
expert. 

In the long run it will cost you 
a lot more than it’s worth. 


GIFT PROBLEM 


Charity pleas put execs 
on spot: to give or not to 
give stockholders’ funds 


LIKE IT OR NOT, THE ordinary citizen's 
direct part in supporting charities is 
cradually fading into insignificance— 
he has delegated most of his respon- 
sibilities to the government, is relying 
more and more on corporate donations 
to aid the thousands of private agencies 
which annually embark on a money 
hunt. 

To many business men this is becom- 
ing a pressing problem. A Forbes sur- 
vey of a group of large and small cor- 
porations indicates that on the average 
they receive two or three hundred re- 
quests a year for money to aid different 
charities. Large company estimates run 
as high as 900 to 1,000, and National 
Industrial Conference Board figures 
show that welfare demands on corpor- 
ations are mushrooming from year to 
year. 

The Question. What’s to be done 
about it? Management's job is to make 
money, not give it away, but at the 
same time it recognizes certain obvious 
community responsibilities. And, taking 
a long-term view, there’s the prospect 
of increased taxes and government con- 
trols if money-starved private charities 
are ever absorbed by the Welfare State. 
Granted, then, that a corporation must 
give away some of its funds, the ques- 
tion simply becomes “How much?” And 
to whom? 

And An Answer. As a guide to the 
first question executives can study 1947 
Conference Board figures for 71 of the 
100 largest manufacturing firms which 
show a range of giving from 1/100 of 
1% of net sales to % of 1%. Six-hun- 
dredths of 1% was the average, with 
half the companies exceeding 4/100. 
“Also,” observes the Conference Board, 
“the ratio increases as the size of the 
corporation decreases.” 

In 1943-4 the median for companies 
of all sizes was 1/10 of 1% of net sales, 
with the ratio rising to .185% in 1946, 
when net sales declined. It seems a 
foregone conclusion that these ratios 
will grow during coming years, unless 
further Federal welfare activity and 
taxes make them either unnecessary or 
impossible. 

No Formulas. Although there are no 
industry-wide formulas for determining 
how much, and to whom, to give, many 
companies nevertheless handle various 
details of the problem in similar ways. 
Those with many branches, for in- 
stance, usually parcel out the gift bud- 
get according to the number of employ- 
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ees in each community. The question 
of which worthy causes should have 
first pull on the purse-strings is deter- 
mined by deciding how directly the 
company or its employees will benefit. 
In most cases the amount to be given 
is decided rather informally by the 
company officers, except for particu. 
larly large or unusual requests, which 
are passed on to the Board of Directors. 

A number of companies, however, do 
have a well-formulated procedure for 
handling hand-out pleas. For example, 
the treasurer of a well-knowa precision 
instrument firm which gave $39,000 to 
charities last year, writes: 

“We try to view all requests for don- 
ations in their relation to the following 
four criteria: The likelihood of ow 
making a contribution decreases from a 
strong probability in item one to a 
slight possibility in item four. 1. Is it 
good for the company itself? 2. Is it 
good for the employees of the corfpany 
(hospitals, etc., which are used by our 
pre aac 8. Is it good for the com- 
munity in which the company and its 
employees exist (Community Chest and 
other philanthropies from which the 
employees themselves do not expect to 
receive direct benefits)? 4. Is it good 
for the national community (Red Cross, 
Cancer Fund, etc.)? 

Matter Of Discretion. “In addition to 
these we have a small fund of $500 per 
year which may be expended by the 
treasurer at his discretion. This fund is 
used for police benefit tickets and small 
items of this nature. 

“Except for donations which are 
clearly not eligible under our standards 
mentioned above and those handled 
out of the Treasurer’s Fund, all requests 
are referred to me and presented by 
me to our Executive Committee, which 
is composed of 10 top officials at the 
main plant. This has two advantages: 
1. It relieves the person handling these 
requests from the burden of personal 
favoritism. 2. It keeps the entire or- 

anization aware of what is going on. 

ery often one or two people may have 
some very good reason why a particu- 
lar request should be granted or re- 
fused, and this principle of referring it 
to the Committee seems to be quite 
satisfactory. Any very large donations 
(more than about $1,000) are referred 
to the Board of Directors for approval 
after having been approved by the Ex- 
ecutive Committee. 

Another firm—a large merchandising 
company—indicates its policy in this 
forthright statement: “Our policy is to 
contribute only to charitable agencies 
such as the American Red Cross, Com- 
munity Funds, and local agencies for 
maintenance and operatin 
As a general _ we ive that th 
agency be well recognized, universally 
supported in the community, and their 
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requirements must be of the type that 
continues from year to year. . . . Each 
activity’s budget is determined largely 
by what our competition is giving. In 
general we try to be somewhere above 
the middle but not at the top in any 
given community.” 

Someone Else's Money. The big 
problem, of course, is that the money 
which corporation officers are asked to 
contribute to worthy causes is not really 
theirs to give. It belongs to the stock- 
holders. If management should get too 
generous, it would lay itself open to a 
suit by some flint-hearted stockholder, 
with the legal outcome anything but 
clear. 

The railroads, with broad stock-own- 
ership and low dividend-paying records, 
are especially cautious about donations, 
some refusing all charitable requests. 
At the other extreme are those family 
corporations where the stock is all held 
by management. In this case the 
money belongs to the management any- 
way, and it can do with it what it likes 
without legal qualms. 

The great majority of American com- 
panies fall somewhere between these 
extremes. To be on the safe side they 
usually stipulate some rather close tie-in 
between the work of the fund-seeker 
and the welfare of the company or its 
employees. Some companies go so far 
as to put all a eg of this kind 
under the heading of “business ex- 
pense,” classing them as money paid 
out to build good public, labor, or com- 
munity relations. 




































Prosperity Paradox? If, as appears, 
American corporations are going to 
carry an ever greater gift burden, there 
are other problems which will grow in 
importance. One is that corporation giv- 
ing will fluctuate with business prosper- 
ity. Thus, when charities need assistance 
most, corporations will be least able to 
give. To solve this problem some firms 
are experimenting with a separate fund 
to which they contribute each year, as 
they are able. 

The fund in turn tries to even out 
the ups and downs in the corporation’s 
giving ability by donating a more or 
less fixed sum every year. 

The most pesky problem, however, 
is the equitable handling of hundreds 
of solicitations, very few of which the 
corporation executives know anything 
about. To some executives the solution 
to this problem would be something 
like a national community chest to 
handle all requests of all agencies need- 
ing money. This would take care of a 
lot of problems. But on the other hand, 
say objectors, if the art of giving is 
going to be that impersonal, why bother 
with it at all? Why not just let Uncle 
Sam take over the whole job and be 
done with it? | 
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STOCK REPORT 


Mutual fund boom gives 
salesmen break, but it’s 
still a buyer’s market 


Straso V. CLAGGETT, JR., graduated 
from Cornell in 1943, spent three years 
on a destroyer in the Pacific, and at the 
end of the war dived into the financial 
stream to seek his fortune. After spend- 
ing a year or so learning the details of 
the investment banking business in va- 
rious training jobs, he became a securi- 
ties salesman for Kidder Peabody & 
Co., prominent Wall Street firm. 

A few months ago he moved up- 
town, switched to a new department 
specializing. exclusively in the sale of 
mutual funds. A Forses reporter ran 
into him there while inquiring how a 
mutual fund salesman spends his day. 
Department Manager Dudley Cates in- 
troduced Claggett as one of the depart- 
ment’s better salesmen, and the ForBEs 
man arranged to tag along with him 
on a typical day. 

When 9 A.M. rolled around Claggett 
was at his desk, sorting index cards and 
jotting down notes on the day’s pros- 

ects. They were mostly doctors and 
Gone in the mid-town area, who had 
sent queries in response to the firm’s 
advertising. Claggett had made only 
one appointment, however, expecting to 
call on most of his prospects unan- 
nounced. 

The Preparation. Loading his brief- 
case with the care of a big game hun- 
ter, he laid in a good supply of gen- 
eral literature and the prospectuses of 
a few of the 70-odd mutual funds 
which Kidder Peabody purveys. There 





were pieces extolling the virtues of the 
mutual fund as the answer to the small 
investor's prayer for diversification and 
expert management of his money. 
Others showed how funds could be 
used in special situations such as in the 
administration of wills and trusts. But 
the heart of Claggett’s sales kit was a 
loose-leaf binder, full of tables looking 
for all the world like life insurance 
sales material. 

There were half a dozen graphs with 
black lines shooting optimistically from 
lower left to upper right—illustrating 
such things as the steady growth of mu- 
tual funds in total resources, number 
of shareholders, etc. Additional sheets 
showed how various combinations of 
mutual funds can be used for a specu- 
lative or conservative money-manage- 
ment program, how a combination of 
three funds can garner a dividend 
check every month. Other tables, 
pegged to past-performance showings, 
demonstrated how money put into 
funds has multiplied like rabbits. 


The Approach. Armed with his brief- 
case and prospect list, Claggett left his 
desk at 9:30, marched briskly down the 
street to a Fifth Avenue office building 
a couple of blocks away. When he 
found that the doctor he wanted to see 
was out of town, he left a card and a 
promise to call back, skipped on to the 
next prospect in a building across the 
street. “I keep my calls grouped to- 
gether as close as possible,” he ex- 
plained. “Have to walk far enough as 
it is.” 

During the day he walked a total of 
about 3% miles in the mid-Manhattan 
area, called on 13 people, found six 
of them in. When the prospect wasn’t 
in Claggett was just as happy: he could 
leave his card and some literature, be 
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SALESMAN (L.) AND PROSPECT 
The barrier is psychological 








sure the man would at least know who 
he was next time around. 

The Letdown. Claggett practically 
never makes a sale on his first visit: 
it takes time to build up a customer's 
confidence. If his first call does click, 
it usually seems to be just a token pur- 
chase to get rid of him. 

Normally he comes through with 
about five sales a week, a good all 
centage of them phoned into his o 
instead of on-the-spot transactions. On 
this particular day he made only two 
calls on people he had talked with 
previously. One was a not too pros- 
perous-looking lawyer who was almost 
in the market for some shares in Tele- 
vision Fund, Inc. Claggett expected to 
pin the sale down, but the man per- 
versely had just bought a movie theater 
with the money Claggett had figured 
was coming his way. When it was sug- 
gested that television shares would 
make a good hedge against the possible 
collapse of the movie industry the 
lawyer agreed but tossed in another 
stopper: he had also just bought a 
house. Result: no money for hedges. 

Edging out of the lawyer’s little hole- 
in-the-wall office, Claggett shook his 
head sadly: “I we OK the most I could 
sell him would be about $500 worth of 
stock, and here he goes and buys a 
movie theater and a house. It sure is 
hard to figure out how much money 
these people have.” 

A Promise. Claggett’s other repeat 
call was by appointment, and more 
fruitful. A customer had agreed to let 
him work out a program for convert- 
ing an oversupply of government bonds 
into suitable investment funds. Claggett 
showed him the buying schedule he 
had worked out and the yields which 
could be expected from various funds. 
The man was impressed and Claggett 
was assured of a sale as soon as a few 
further details had been ironed out. 

In these two calls Claggett talked 
straight and to the point. His first-call 
approach, however, was the essence of 
indirection. During a fairly lengthy 
chat with a bank manager, for instance, 
he seemed interested only in getting 
the banker to tell his clients that Kid- 
der Peabody maintains a complete de- 
partment just for the handling of mu- 
tual funds. With lawyers it was the 
same story: “Just calling to acquaint 
you with our services.” 

High Pressure Is Out. These low- 
pressure sales methods = 6 
ably the ite of the jet- 
cndudinne “Of the dettagan pean 
cleaner salesman (Forses, July 15). 
They also make the theoretically low- 

life insurance selling methods 
ook dazzling. The life insurance sales- 
man, Claggett’s hottest competitor, has 
the jump on him in several 


Training and philosophy are the two 





most important. The life salesman work- 
ing for a com of comparable 
stature with Kidder Peabody is tradeed 
to the teeth, not only in how the insur- 
ance business works, but also on how 
to sell life insurance. Forced to pick up 
the tricks of his trade by himselt, with- 
out the benefit of expert coaching and 
elaborate training methods, the mutual 
fund salesman takes longer to hit his 
stride than his insurance counterpart. 

The Big Hurdle. But there’s an even 
more important handicap restraining 
him. People want security these days, 
and Claggett can make no guarantees 
as to the outcome of his client’s invest- 
ments. The °29 crash happened 20 
years ago, and has scant chance of re- 
peating, but the memory is still all too 
vivid, creating a psychological barrier 
hard to overcome. The insurance busi- 
ness, having yet to stumble, can guar- 
antee that its policyholders or their 
families will get as many greenbacks 
out as they put in. 

While the fund salesman can point 
to sound management, safeguards 
against the dangers of inflation and the 
possibilities of appreciation, to the av- 
erage man in the street his product still 
looms as a risk. 


REFORM BILL 


Mills Act set to wield 
tax ax, slash income lev- 
ies on small business men 


THE FIRST MAJOR REFORM in machinery 
for settlement of disputes between the 
income tax collector and the small busi- 
ness man in more than a generation— 
that’s how experts -tag the current bill 
sponsored by Congressman Wilbur D. 
Mills (D., Ark.). If it becomes law a 
major inequity in the never-ending con- 
test between the business man and gov- 
ernment about the size of the tax to be 
collected will have been abolished. 

Both Judge And Jury. Today the tax 
collector is both judge and jury: if the 
small business man thinks he’s being 
overcharged he takes his troubles to 
Internal Revenue Bureau agents. If he 
doesn’t get what he thinks is justice he 
can go on to the tax court. That means 
money: for a lawyer, court costs, etc. 
It may also mean a long-drawn-out 
court battle. 

Congressman Mills proposes to’ mod- 
ernize tax machinery by creating an in- 
dependent Tax Settlement Board, out- 
side the Treasury Department, to serve 
as an impartial arbitrator of disputed 
figures—the interpretation of which can 
make the difference between profit and 
loss for the small business man. 

As things stand today the small op- 





erator who has a legitimate difference 
of opinion with the tax collector hasn't 
much of a chance. “Last year,” Mills 
points out, “tax agents notified almost 
a million taxpayers that they owed 
more than they had sent in. Less than 
5,000 of these cases were appealed to 
the Tax Court. Nearly all the rest were 
settled by the Bureau.” 

Cheaper To Pay. “I’m afraid that 
this record is not so much a measure 
of citizen satisfaction with the judge- 
and-jury system of the Bureau as it is 
of the inaccessibility of the Tax Court,” 
says this congressional champion of the 
small business man. “It would of course 
cost most citizens more to appeal the 
Bureau's decision than to pay up. 

“This situation is compounded by the 
efficiency and natural zeal of the Bu- 
reau’s agents, who are hired to collect 
every possible dollar owed to the gov- 
ernment. They and their superiors quite 
naturally feel that the more they ¢o: 
the better they're doing their jobs.” 

Archaic System. Says Sylvia F. Por- 
ter, New York Post Home News finan- 
cial columnist: “Our system today is 
utterly obsolete and antiquated. It was 
established a quarter-century ago, when 
there were only 4,000,000 income tax- 
payers. Now there are over 50,000,000. 
It was designed to handle disputes aris- 
ing out of a simple income tax law ap- 
plying to a relatively small group of 
Americans. But in recent years tax laws 
have been piled on top of tax laws 
until our structure has me mons- 
trously complicated.” 

There simply isn’t such a thing as a 
tax law which can be applied with 
mathematical exactness to millions of 
individual cases, Mills insists. There are 
honest differences of opinion on cost 
accounting, over what can be properly 
construed to be legitimate business ex- 
penses, over computing capital gains 
and losses—and so on down the line. 

Representatives of the Federal tax 
agency know that the problems which 
give rise to these disputes cannot be re- 
duced to rigid and precise mathematics. 

No Lawyer Needed. The little fellow 
can't afford to hire a lawyer—and 
should not ordinarily need to except & - 
when legal problems are involved. The 
Mills Bill, if it becomes law, will set 
up an independent agency to hear any 
citizen—with or without counsel—who 
thinks he is being overcharged. The 
Tax Settlement Board which it provides 
for would hold hearings at announced 
times in every city which has a Fed- 
eral office for the collection of taxes. 
Procedure would be informal. 

It’s still too early to say whether or 
not Mills can convince his fellow legis- 3 
lators that this kind of tax reform is 
long overdue. But the signs are favor- 
able. And the tax-badgered small busi- 
ness man is hopeful. 
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NEW IDEAS 


... in lighting, equipment, television, bakery machinery, 
communications, refrigerators, office aids 


CARD CAROUSEL 
With the new “Cardineer Horizontal 
Rotary File” pictured here, Mr. Aabt’s 
or Mr. Zak’s card can be posted with- 
out the clerk moving from her seat, or 





removing the cards from the file. The 
unusual horizontally rotating file also 
permits several persons to use it free 
of interference with each other. Hold- 
ing 2,700 records, no adjustment is 
necessary when adding or removing a 
card from the file, and both tops and 
bottoms of records are exposed for sig- 
nalling purposes. The file accommo- 
dates cards up to eight by eight inches, 
or nine by five and a half. 
(Diebold, Inc., Canton 2, Ohio.) 


SIGHTLESS DRAFT 


A few months ago a left-handed 
checkbook made its bow. Comes word 
now of a checkbook designed for use 
by the blind. Raised lines guide the 
fingers in filling out the check, and 
raised $5, $10, $25, and $100 num- 
bers along the border permit the holder 
to circle the maximum amount for 
which the check can be cashed. The 
user either signs his name or uses a 
facsimile stamp supplied by the bank. 
As an added precaution, the bank’s 
customer imprints his thumb print in 
one of two raised boxes on each check 


§ at the time he receives the book, places 


it again in the second box as he writes 
each check. The Omaha National Bank, 
copyrighter, permits other banks to is- 
sue a similar service, provided it’s given 
free to the blind. 

(The Omaha National Bank, Omaha, 
Nebraska. ) 


ROLL SCALPEL 


In order to satiate America’s pro- 
digious appetite for “hot dogs” and 
“hamburgers” millions of rolls are 
sliced by hand each year. Now there’s 
a machine on the market that splits 
rolls at a 20,000-per-hour Mackie 
completely automatic. Utilizing cen- 
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trifugal force, a turn-table whips the 
buns into proper alignment for cutting, 
and an automatic ejector pops them 
out of the machine. Another ejector, 
located just ahead of the cutting knife, 
rejects all buns not properly positioned 
for the incision. Called the “Zira Roll 
Slicer,” it takes but a minute to ad- 
= the machine for either weiner or 
amburger rolls. 

(Zira, Inc., 401 York St., Olean, 
N.Y.) 


DIGESTION AID 


Brash, aggressive TV will soon be at 
elbow length at your favorite cafe or 
restaurant booth. In the guise of a 5¢ 
slot machine, the individual booth tele- 
vision receiver serves diners a three- 
minute slice of “programme video a la 
nickelodeon.” Operated by a master set 
capable of powering 20 units, this ani- 
mated juke box takes up to 25¢, al- 
lows occupants to regulate the sound 
control, but not the picture; the latter 
is controlled by the master set. 

(General Electric Co., Electronics 
Park, Syracuse, N.Y.) 


CHILLY RECEPTION 


Now you can wow your friends by 
telling them you keep your radio in the 
refrigerator—if the gag’s worth it to 
you. All you have to do is buy the 
“General Joy” unit pictured here. It’s 
a four-and-a-half cubic-foot refrigera- 
tor designed for use in apartments, 
motels, trailers, and other cramped 
quarters, and has a super-heterodyne 
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radio mounted in the door. Experts say 
the door improves the sounding quali- 
ties of the radio. Complete with vege- 
table bin, the refrigerator (also avail- 
able without the radio) is 23 inches 
wide, 20 inches deep, and 44 inches 
high. 

(General Air Conditioning Corp., 
4542 E. Dunham St., Los Angeles 23, 
Cal.) 


KEY CASE GAGE 


It's hard to overlook tire pressures 
with this key case. Reason: it incor- 
porates a guaranteed tire gage, reminds 





motorists to check on tires every time 
the car is started. The plastic case holds 
up to three keys, and the tire pressure 
is read through a little plastic magni- 
fying lens in the side. Only 2% inches 
long by 1% inches wide and % inch 
thick, the case can be supplied with 
two lines of hot-stamped copy in blue, 
red, or green for premium use. 

(Campbell Oil & Supply Co., 6110 
Euclid Ave., Cleveland, Ohio.g 


SAFETY STARTER 


A new electronic safety starter for 
fluorescent lamp fixtures promises a 40% 
increase in the life of these illuminators. 
Called the “Automatic Safety No Blink 
Starter,” the unit has a thermostatic re- 
lay switch which shuts off the current 
if the lamp doesn’t light within 30 
seconds, prevents overheating the trans- 
former and forestalling a possible fire. 
The switch innovation prolongs the life 
of the starter, fixture, and transformer, 
also stops needless current waste. 

(Suclar Laboratories, Inc., 306 Hal- 
sey Street, Newark, N, J.) 


BABY BOILER 


If you're a little “Scotch” and want 
a small, cheap boiler, then the “Little 
Scotchman” may be your baby. Fully 
equipped, the boiler is only four feet, 
four inches long, two feet wide, and 
22 inches high. Of all-steel construc- 
tion, and meeting the requirements of 
the A.S.M.E. Pressure Vessel Code, the 
boiler is designed for either oil or gas 
firing, and is delivered ready for op- 
eration. Normal operating pressure is 
about 100 Ibs. 

(Steamaster Automatic Boiler Co., 

















5819 Compton Ave., Los eles, 
Cal.) m4 


SAFE INTERCOM 


An explosion-proof, electronic inter- 
com system that is particularly suited 
for plants where the atmosphere in 
work areas contains certain highly in- 
flammable and explosive gases or va- 
pors is now on the market. Designed to 
eliminate sparking, and with Under- 
Writers’ Laboratories’ approval for use 
in combustible atmospheres, its exclu- 
sive feature is full selectivity—stations 





in hazardous areas can call other sta- 
tions in either hazardous or non-haz- 
ardous areas. 

(Executone, Inc., 415 Lexington 
Ave., New York 17, N. Y.) 
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READERS SAY 


FORGOTTEN MAN 


I have noted continual amazement 
among financial writers as to why the in- 
vesting public does not rush to buy stocks. 
This is no great mystery to me. Any casual 
reading of annual statements and manage- 
ment lists of stockholdings indicating the 
fact that companies are more and more 
being run for the benefit of management 
instead of the stockholders, would answer 
the question. All one reads is a record of 
increasing salaries, bonus payments and 
management contracts involving not only 
high salaries but stock-purchase privileges 
and retirement pension programs. 

In view of the higher costs of replace- 
ment of equipment, if it were not for the 
tremendous increase in payments to execu- 
tives in various forms, a low rate of divi- 
dends to earnings would not be disturbing. 
But one becomes completely convinced 
that companies are being run for the of- 
ficers and top executives. 

The stockholder is the forgotten man, 
who, when a period of low earnings sets 
in, will get little if anything in the way 
of dividends, while the high salaries and 
pension plans and stock purchasing rights 
will go along on their merry way re- 
gardless—E. H. Wipr, East Lansing, 
Mich. 


STOCKHOLDER HECKLING 


I read with interest the report of the 
Johns-Manville meeting in your June 15 
magazine. Little did I think when I first 
met you that my interests would turn in 
this direction. Indeed, they never would 
have if I had not done a piece of research 
in 1945 for Forses Magazine, for which 
any and all credit should be given to you. 
However, I should like to call to your at- 
tention the caption “Women Heckle” with 
which the Johns-Manville coverage is 
headed. It seems to me that it is a disser- 
vice to the entire stockholder movement to 
continue the old journalistic practice of call- 
ing stockholders who ask questions sin- 
cerely and constructively, or find flaws, 
“hecklers.” I am sure you agree with me 
in this, and it will take some pioneering to 
break down this age-old practice. Won’t 
you lead the parade? 

Indeed, I think it would be a very fine 
idea if you would write an editorial in 
your own forthright way pointing out that 
the time has come not to tar the stock- 
holder with the stigma of “heckler,” when 
he or she participates in the meeting. I 
also ask you to ask your men, who con- 
tact the press, to help us reeducate the 
financial writers, so as to present in a more 
constructive fashion the work that your 
own Investors League and we are trying 
to do. I think there should be a differen- 
tial made between the “heckler” and the 
investor, who is trying to be a constructive 
corporate citizen, and who is fundamental- 
ly a person of goodwill. 

I, like yourself, bélieve that it is very 
important to have stockholder unity, and 
I appreciate, as always, your forward spirit 
and the championship which you are giv- 
ing to modernizing stockholder relations, 
so that we can preserve private enterprise 
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economy.—WiLMa Soss, President, Fed- 
eration of Women Shareholders in Amer. 
ican Business, Inc. 


“HARRY’S WRATH” 


At last President Truman is taking cog- 
nizance of the growing unemployment sit- 
uation and is about to do something about 
it-the something being what F.D.R. tried 
for years and which never worked and 
never will. Pump priming, to cure ou 
present growing economic slide, is akin to 
taking an aspirin to cure a headache; it 
may relieve symptoms, but does not reach 
the cause of the disturbance. 

By and large, our present situation is 
one of fear—fear on the part of the S0- 
called Capitalist (Truman calls him a 
“Glutton of Privilege”) that this Adminis. 
tration is hell-bent on taxing, regulating, 
and socializing our economy to death. This 
fear is justified by Truman’s campaign 

led es. ” 

ity the time the business element is feel- 
ing Harry’s wrath the labor and agricul- 
ture folks are in high glee over the pros- 
pects of the Utopia promised them, while 
the Attorney General digs up threats of 
more trouble for Big Business. This cer- 
tainly is not the way to restore confidence: 
and until confidence is restored, the bil- 
lions that could be put into circulation will 
remain in the storm cellars. 

It is a strange thing that men like 
President Truman, Senator Murray of 
Montana, Big Labor Murray, Senator Pep- 
per of Florida and many others never 
seem able to grasp the idea that you may 
be able to coax a scared dollar out into 
the open and get it into circulation, but 
that as long as it is threatened, it goes 
into deeper seclusion. And without dollars 
circulating, we’re in a depression. 

The big break in the stock market fol- 
lowing Truman’s election should have been 
sharp enough warning that politicians 
can’t tinker with the machine and expect 
it to function properly. 4 

The present trend will be reversed “if, 
as, and when” this Administration, through 
deeds, not words, convinces the people 
that business will receive the same con- 
sideration as the other elements in ou 
economy. 

And without a healthy prosperous busi- 
ness, what happens to all the elements of 
our economy?—Dr. WiLL1AM Byron Kin- 
ney, Chicago, IIl. 










































GALL 


In reply to your comments on directors 
not owning much stock in a corporation, 
I wish to burden you with enclosed copy 
of letter to Graham-Paige Motors Corp.: 

“Graham-Paige Motors Corp. 

In reply to your asking me for proxy 
to vote on annual election of officers: 

You have the gall and audacity to ask 
me to vote for men, some of whom do 
not even own one share of stock in the 
company, none of them but very little 
stock in the company. You have been pay- 
ing Mr. Fraser $60,000 per year and the 
company broke, been broke, and going 
worse broke every day, and even Mr. 
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Fraser does mot own, according to your 
records, but 29,000 shares of stock. 

When any set of men get together or 
go in cahoots to get themselves elected as 
directors of a company and not own any 
more stock than you all do then there is 
something wrong, something materially 
wrong with the management.”—E. C. 
TowNSEND, E. C. Townsend Co., Realtors, 
Columbia, S. Car. 


NO BUSINESS? 


Forses Magazine . . . frequently refers 
to the Federal government as being “the 
biggest business on earth.” Incidentally, 
government is not a business. Government 
does not produce, but lives on what others 
produce. Government's true and only func- 
tion is to see that no injustices are per- 
petrated.—Orro K. Dorn, Bronxville, N. Y. 


HEALTH INSURANCE 


On page 8 of the July 1 Forses there 
| is a letter by Mr. Clyde L. Cleaver which 
contains certain references to Brig. Gen- 
eral David Sarnoff, Chairman of the Board 
of Radio Corp. of America, which I believe 
to be inaccurate. I have written Mr. Cleav- 
er to point this out. I enclose a copy of 
my letter to him: 

“Dear Mr. Cleaver... . 

“First, General Sarnoff was never a 
member of the “Truman Committee’ to 
which you referred. Second, about two 
years ago General Sarnoff had joined a 
distinguished group of citizens who had 
informed him that their purpose was to 
bring before the public the important sub- 
ject of health insurance. With that pur- 
pose General Sarnoff, naturally, was in 
agreement. It was not his intention to 
sponsor any particular bill nor to back any 
specific program. As a matter of fact no 
such program had at that time been fully 
developed. 

“As you know, a number of different 
bills and programs subsequently were pro- 
posed by those who shared the Admini- 
stration’s view as well as by those who 
opposed it. Thus the matter became a 
controversial political issue with the pub- 
lic manifesting considerable interest in the 
important questions raised. All of this, of 
course, is in the best tradition of our Amer- 
ican policy of democratic procedure. When 
that stage had been reached General Sar- 
noff, some time ago, resigned from the 
Committee for the Nation’s Health and 
| his resignation was accepted.”—J. V. Her- 
FERNAN, vice-president, Radio Corp. of 
America. 


Regarding your July 1 editorial, “U.S. 
Medical Compulsion? No!”: 

As you may know, this state recently 
passed a compulsory health insurance law, 
which, however, is to be referred to the 
people at an election in 1950. In the mean- 
time we are advised to deduct the 1% pay- 
roll tax effective July 1 and set it aside in 
the event the people should vote for it. 
This “misdemeanor” I understand was 
put over very quietly by the A.F. of L.... 

Needless to say I feel the same way 
about Truman’s “panacea.” I only wish 
that your magazine could be seen, read, 
and inwardly digested by the dupes of 
labor racketeers.—C.B., Seattle, Wash. 
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Congratulations 


C. C. Pearson, elected president and 
general manager of Glenn L. Martin 
Co., succeeding Glenn L. Martin, who 
becomes chairman of the board. 

Lincoln McConnell, elected a vice- 
president of Canada Dry International, 
Inc. 

Joseph H. McConnell, elected execu- 
tive vice-president of Radio Corp. of 
America; Charles M. Odorizzi, appoint- 
ed vice-president in charge of service 
of RCA Victor Division. 

W. A. Walker, elected vice-president 
of accounting and a director of Car- 
negie-Illinois Steel Corp. 

Henry W. Dodge, 
former vice-presi- 
dent and general 
sales manager with 
the Texas Co., 
named _ executive 
vice-president of 
Mack Trucks, Inc., 
with special re- 
sponsibility for 

H. W. Dopce sales and advertis- 

ing. 

Fred W. Okie, a of Union 
Railroad Co., elected president of 
Bessemer & Lake Erie Railroad Co. 

C. B. McManus, president of Georgia 
Power Co., elected a director of the 


’ Southern Co. 


Charles H. Dyson, appointed admin- 
istrative vice-president of the sales or- 
ganization of Burlington Mills Corp. 

Wallace N. Guthrie, appointed exec- 
utive vice-president and general man- 
ager of Schick, Inc. 

James A. Barnett, named vice-presi- 
dent in charge of advertising for Lever 
Brothers Co.; William H. Burkhart, 
promoted to vice-president in charge 
of manufacturing and traffic; Dr. Theo- 
dore H. Rider, appointed director of 
research; John W. Rodman, appointed 
to newly created position of chief de- 
velopment consultant. 


Norman Loyall McLaren, of Mc- 
Laren, Goode & Co., certified public ac- 
countants, elected a director of the 
Atchison, Topeka & Santa Fe Railway. 

Theodore B. Focke, named vice- 
president and general manager of 
Wright Aeronautical Corp. 

William A. M. Burden, former As- 
sistant Secretary of Commerce, elected 
a trustee of the Central Hanover Bank 
and Trust Co. (N.Y.) 

John Hay Whitney, elected a mem- 
ber of the Board of Trustees of the Na- 
tional Planning Association. 

General John J. O’Brien, elected 
president and general manager of Gun- 
nison Homes, Inc. 

Andrew E. Buchanan, Jr., appointed 
assistant general manager of the Du 
Pont Co.’s Rayon Department. 

Samuel Meek, vice-president and di- 
rector of J. Walter Thompson Co., 
awarded the Navy's Distinguished 
Public Service Award for “outstanding 
services to the United States of Amer- 
ica during the past war.” 

William D. Newhort, elected treas- 
urer of Textron Incorporated’s operat- 
ing subsidiaries: Textron Inc., Textron 
Southern, Inc., and Textron Puerto 
Rico. 

James H. Carmine, elected executive 
vice-president of Philco Corp. 

Vincent Riggio, president of Ameri- 
can Tobacco Co.; Lee E. Nadeau, pres- 
ident of the Nestle-LeMur Co.; Earl W. 
Muntz, president of Muntz-TV; Dr. Al- 
len B. Du Mont, president of the Allen 
B. Du Mont Laboratories; Mrs. Anna 
M. Rosenberg, labor consultant to gov- 
ernment and business—selected as win- 
ners of the third annual Horatio Alger 
Award by a nationwide poll of students 
and colleges, citing them as individuals 
whose careers “epitomize the American 
tradition of evercoming handicaps and 
achieving success under our system 
of free competitive enturprise.” 


On the Bookshelf 


BusINESS OPERATIONAL RESEARCH AND 
Reports, by John G. Glover (Pub: 
American Book Co., New York, N.Y. 
Price: $4). 

A what-to-do-and-how-to-do-it text- 
book by a New York University profes- 
sor of Management. Gives point by 
point instructions to business men and 
graduate business school students on 
the “basic procedures for conducting 
scientific managerial research and cor- 
rectly reporting the findings.” Eight 
chapters deal with such topics as the 
scope of research; techniques; factors 
involved in doing research on new 
products, procuring manpower and ma- 
terials, finding and developing the mar- 
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ket; and writing up final research re- 
ports. 

SPEAKING OF STOCKHOLDERS, a manual 
of stockholder relations, by Channing 
L. Bete (Pub: Newell Pond Press, 
Greenfield, Mass. Price: $1). 

The first of a series of manuals on 
various phases of public relations. In 
spritely fashion, this plastic-bound 
booklet uses cartoons to spoon out 
simple advice on the care and feeding 
of stockholders. The author heads his 
own public relations firm and “is a lead- 
ing exponent of the graphic treatment 
used in this booklet as a means of com- 
munication of information and ideas.” 








AMERICAN CAR AND FOUNDRY COMPANY 


CEOs B 


CURRENT ASSETS: 
Cash in banks and on hand . ‘ 
Marketable Securities (less reserve) at Market Value 
Notes and Accounts Receivable, less reserve 
Accrued Unbilled Escalation Charges 


FIFTIETH ANNUAL REPORT — YEAR ENDED APRIL 30, 1949 
CONSOLIDATED BALANCE SHEET APRIL 30, 


ASSETS 


Inventories at cost or less, and not in excess ‘of present market prices 


PREPAID AND DEFERRED ITEMS 


NOTES RECEIVABLE—MATURING SUBSEQUENT TO ONE YEAR, LESS RESERVE 


MISCELLANEOUS SECURITIES, LESS RESER 


RVE 
DEPOSITS OF CASH AND SECURITIES FOR COMPENSATION, 


PLANT AND PROPERTY ACCOUNT ome mae vd 
Land and Improvements 
Buildings, Machinery and Equ uipment . . 
Less: Amortization and Reserve for Depreciation 


Intangibles 


Norte 1: tay and Property of Parent Compan included in above valuations were inventoried and valued 


1939, on the basis of values at 
Plant and Property of Subsidiary Companies 


Coverdale & Colpitts, Consulting 
March 1, 1913, with subsequent additions at cost. 
are included at cost. 


ngineers, as of April 30, 


INSURANCE, ETC. 


GUC: 


$12,545,984.25 
1,205,020.00 
30,735,804.86 
2,932,063.72 
59,430,070.02 
— $106,848,942.85 
. 827 


1949 





289,352.97 

$ 6,804,886.37 
55,828,903.66 

18,865,076.39 


$109.6 35,291.67 
06,388.01 


81,498,866.42 
$189,930,170.94 


—— 


LIABILITIES 
CURRENT LIABILITIES: 
Notes payable to Banks ‘ $35,000,000.00 
Accounts Payable and Accrued Expenses ‘ : * 19,136,646.04 
Accrued eo ge and Local Taxes $4,792,571.32 
Less: U. Tax Saving Notes 600,000.00 4,192,571.32 
Advance payments received on sales contracts 1,154,551.25 
Sinking Fund requirements due within one vear under indentures securing debenture issues of Shippers’ fl 
Car Line Corporation ; . . 685,000.00 $ 60,168,768.6) 


SINKING FUND DEBENTURES OF SHIPPERS’ CAR 


SOLIDATED SUBSIDIARY: 
3% DUE APRIL 1, 1961 

3% DUE JULY 1, 1962 : 
3%% DUE APRIL 1, 1963 


MINORITY INTEREST IN CONSOLIDATED SUBSIDIARY 


RESERVE ACCOUNTS: 
For Employees’ Welfare Plan (See Note 2) 
For Contingencies 


For Dividends on Common Capital Stock, to be paid when and as declared by Board of Directors 


CAPITAL STOCK: 
Preferred : 


LINE CORPORATION, 


Authorized and issued 300,000 shares—par value $100.00 per share 


Less: 10,550 shares of Treasury Stock 


Common: 
Authorized and issued 600,000 shares—no par value 
Less: 600 shares of Treasury Stock : 


CAPITAL SURPLUS: 


Excess of acquired equities over cost of investment in consolidated subsidiary 
Excess of par (or stated) value of Treasury Stock over cost of acquisition 


EARNED SURPLUS ACCOUNT, See Statement 


Note 2: The Reserve for Employees’ Welfare Plan has, ‘during the year, been charged. with the net amount 
(after tax benefits) of $152,728.86 on account of employees’ 


services. 


retirement cost applicable to past 





A CON- 


$ 4,150,000.00 
3,100,000.00 
2, 180, 000.00 


9,430,000.0( 
8,542.77 


$ 4,547,308.95 
8,258,210.97 
735,744.74 


13,541,264.66 


$30,000,000.00 


1,055,000.00 28,945 000.00 


$30,000,000.00 


30,000.00 29,970,000.00 
$ 2,397,790.63 
551,600.25 2,949,390.88 


44,917,204.02 
$189,930,170.94 





STATEMENT OF CONSOLIDATED INCOME ACCOUNT 


Gross Sales and Car Rentals, less discounts and allowances 
Cost of Operations, including Administrative, Selling 2 and General 
Expense, but before Depreciation 


Depreciation 


Earnings from Operations 
Other Income: 


Dividends : : : : : ; . $ 114,604.28 
Interest ; : 263,385.39 
Royalties 65,420.73 
Cash Discounts 437,440.82 
Miscellaneous 82,392.80 


Other Charges: 


Interest $1,562,946.89 
Royalties 388,820.93 

ss on Property Retirements 149,606.81 
Miscellaneous 127,967.80 


$219,648 ,483.40 
206,213,643.55 


$ 13,434,839.85 
3°750,865.51 








$ 9,683,974.34 


963,244.02 


$ 10,647,218.36 


2,229,342.43 





Net Earnings before Provision for Federal Income Taxes 
Deduct—Provision for Federal Income Taxes (See Note) 


Net Earnings Carried to Surplus 


Balance, May 1, 1948 . 
Add: Net Earnings for year 


Adjustment of accrual for prior years’ Federal Income Taxes 


$ 8,417,875.93 
3,485,761.79 


$__4,932,114.14 


STATEMENT oF CONSOLIDATED EARNED SURPLUS 


Deduct: Dividends paid during the year on capital stock publicly held, viz: 


On Preferred, $3.50 per share from ——- for pene ended aetey 30, 1948 and - sh per om oon 


earnings "for year ended April 30, 194 
On Common, $3.00 per share ‘ ‘ 


ero April 30, 1949 


: Federal taxes are shown before tax benefit, of $94, 053.69 as a result of charges made to the Reserve 


ERNEST W. BELL ann COMPANY 
CERTIFIED PUBLIC ACCOUNTANTS 
25 Beaver Street, New York 


To THE STOCKHOLDERS OF 
American Car aNd Founpry COMPANY, 
30 Cuurcn Srreet, New York City. 


We have examined the Consolidated Balance Sheet of the 
American Car and Foundry Com yin d and its subsidiaries as of 
April 30, 1949 and the related Consolidated Statements of In- 
come and Surplus for the fiscal year then ended. Our examina- 
tion was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered 
necessary in the circumstances. 

In our opinion, the accompanying Balance Sheet and related 
Statements of Income and Surplus present fairl | —- 
financial position of the American Car and Foundry Com 
and its subsidiaries at April 30, 1949, and the consoli 
results of their operations for the fiscal year, in conformity ath 
generally accepted accounting principles applied on a basis con- 
sistent with that of the preceding year. 


Ernest W. Bett anp COMPANY 

New York, June 30, 1949 
$ 42,226,315.77 
6,515,238.25 
$ 48,741,554.02 


pupae  y " $4,932,114.14 
Ae 1/583,124.11 





$2,026,150.00 


1,798,200.00 3,824,350.00 


$ 44,917,204.02 


for Employees’ Welfare Plan. This saving has been applied as a reduction in the charge to said 


reserve. 
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Our Economy in Mid-Passage 


MID-YEAR HAS come and gone, leaving in its wake 
the disturbing outline of future Truman party-line 
economics. Outwardly mild, even conciliatory in 
some respects, his Economic Report carried the 
broad implication of forthcoming red-ink govern- 
mental operations. There has been no basic change 
in the President’s position—he still regards the gov- 
ernment as the ultimate guarantor of the nation’s 
prosperity. If business doesn’t hike output and em- 
ployment to levels that government economists 
think necessary, pump priming will be the busi- 
ness-boosting lever. 

A few sops were offered to reassure business and 
industry. Truman’s proposed tax raise was dropped, 
and liberalization of the corporate tax law was 
suggested. Nevertheless, business men were disap- 
pointed by omission of any proposal to liberalize 
depreciation allowances or to eliminate double-taxa- 
tion of dividends. 

Another disturbing element is the President’s 
entrance into the fourth-round wage picture, re- 
peating his 1946 role in attempting to set the pat- 
tern for a wage settlement. Likewise, the theory of 
“big” government is kept alive as he proposes that 
the government keep a constant check on such 
basic free enterprise functions as capital invest- 
ment, price and wage policies, as well as credit 
flow. Means to accomplish this end: a study of 
investment and development needs in the economy, 
with an eye toward expanding basic industries. 
At the same time, his Attorney-General continues 
to campaign for tighter anti-trust laws, urging the 
alternative of U.S. control to curb “monopoly.” 


ORDERLY READJUSTMENT 


Meantime, our economy continues its course of 
readjustment. Leveling off in consumer industries, 
which got well under way at the year’s turn, was 
followed in the spring by some durables lines. 
However, an encouraging factor is the fact that so 
far business men have been able to cope with 
this decline much better than people had been led 
to believe. In the face of fears that break-even 
points would be seriously endangered, and profits 
would plummet, first half results have been rela- 
tively good. Industry policy regarding inventories 
has been cautious, making for orderly adjustment 
and preventing the serious inventory losses which 
accompanied previous business declines. Cost cut- 
ting measures, plus timely price reductions, have 
also exerted a helpful influence. These tactics have 
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hastened readjustment, at the same time cushion- 
ing the decline. 

This procedure has cut inventories in some lines 
to rock-bottom levels, and has forced resumption 
of demand or set the stage for buyers to re-enter 
the marketplace. The psychological factor re- 
mains important. Individuals, as well as business, 
have been postponing purchases, adopting a wait- 
and-see policy. When this phase has run its course, 
resumption of demand, starting particularly at the 
consumer level, should provide a strong upward 
stimulus. 

As more and more durable goods lines begin to 
follow consumer goods through this cycle of re- 
adjustment, another test should come this fall or 
winter, proving whether or not the economy can 
successfully weather the second stage of recession. 


GOVERNMENT'S ROLE 


On the financial front, except for government 
and high-grade bond prices, effects of the recent 
easing of Federal Reserve policy have yet to be 
felt. Stock market prices seem once again to be 
perking up, and more optimism is expressed in 
some quarters, though tempered by current events. 

The President’s leaning toward deficit financing 
is disturbing to budget-conscious individuals. They 
feel that three possible courses are open: expendi- 
tures can be kept down, with prospects that present 
tax rates might provide a surplus; expenditures can 
be increased as well as tax rates; or expenditures 
can be boosted, tax rates maintained, with the pros- 
pects of a serious budget deficit. Sound common- 
sense urges the first course, but current govern- 
ment thinking inclines toward the third. 

However, budgetary policy alone doesn’t hold 
the key to economic stability—sound monetary and 
debt management are also essential. That’s why 


-reversal of Federal Reserve policy from one'of de- 


flation to that of “reinflation” is heartening. It takes 
the pressure off the money market, and sets the 
stage for an easy-money policy for business revival. 
It also gives back to the System the desired flexi- 
bility lost through wartime need of government 
bond support, and makes it easier to influence 
money and credit. 

All in all, despite mid-summer political dog-days, 
business men are making a relatively good show- 
ing. If let alone, their policies might well hasten 
the period of healthy adjustment and obviate the 
need for further government incursions into the 
field of free enterprise.—THe Eprrors. 
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THE 
SENSITIVE INDEX 


A time-proven method of in- 

terpreting today's stock market 

to your advantage. 

® Investigate its past action. 

@ Check this Index for a working so- 
lution to your investment problem. 

@ Let its BUY and SELL SIGNALS 
help you to greater profits. 

SPECIAL OFFER: If you have never 

tried this service before, send $10 for 

three months’ trial subscription. 

The best time to try this study is now. 

Its next signal may prove very important. 


STEPHEN GARGILIS 
FINANCIAL SERVICE 


Dept. F2 
30 Huntington Ave., Boston 16, Mass. 














W. H. ROYSTONE 
Stock Market Consultant 
Forest Hills C 
Long Island, New York 
has been correct on the market 
since he sold out before the crash 
in 1929. He has an enviable record 
for accuracy and reliability for 
over twenty years. In recent years 
his foresight has been conspicu- 
ously clear. He got his clients out 
before the fifty point crash in the 
Spring of 1946, predicted the de- 
cline from the high of °47 into 
March °48, called the “bullish con- 
firmation” of May 48 a sure sign 
of further decline and predicted 
the Fall election would result in a 
market crash that would work 
lower far into 1949. He is the 
author of “America Tomorrow” 
called “The most far-seeing eco- 
nomic guide for the future” and 
“27 Safety Rules for Investors and 
Traders,” both of which are sent 
free to those who send $5.00 for 
his weekly guidance letters during 

the next seven critical weeks. 




















“THAR’S GOLD IN THEM THAR HILLS” 


ZX XNS 


Technical engineering skill. 
Concise weekly letter. 
Common stocks a specialty. 
$12 for 6 months. $6 for 3 months. 


FOUR HILL’S 


Security Market Trends 
P. O. Box 101, Belmont 78, Mass. 

















THE RICHARD D. WYCKOFF 
COURSE OF 
STOCK MARKET INSTRUCTION 
Ask for Booklet FB 
WYCKOFF ASSOCIATES, INC. 
Established 1934 


92 Liberty Street - New York 6, N. Y. 
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by JOSEPH D. GOODMAN 


Review of Recommendations 


AMONG RECENT DEVELOPMENTS which 
will have a bearing on the future course 
of the stock market are the following: 


1. The Federal Reserve Board has 
permitted government bonds to rise in 
rice; the reserve requirements of the 
anks have been reduced; all restric- 
tions have been removed from install- 
ment financing. The prices of govern- 
ment bonds advanced sharply. Very 
likely, the Federal Reserve Board de- 
sires to make the government bond 
market attractive because of the prob- 
ability of new financing by the govern- 
ment to take care of the deficit recently 
announced and because, very likely, a 
big increase in government spending 
will be made in an attempt to check the 
recession in business. 


2. Because the Truman Administra- 
tion has not been able to obtain the re- 
peal of the Taft-Hartley Law, the 
chances are that the election in 1950 
for members of Congress will be bit- 
terly fought. Very likely, the Admin- 
istration will make special inducements 
to the farmers, organized Labor, gov- 
ernment job-holders, and other large 
groups, in an attempt to buy the elec- 
tion. Much to the regret of the invest- 
ment world, President Truman is fol- 
lowing a much more socialistic path 
than could have been foreseen a year 
ago. He seems to be taking advice on 
government planners and economists 
for the labor unions. Advice from lead- 
ers in the banking and business fields 
is not desired. 


3. It is plain that decent relations 
with Russia are impossible. The Com- 
munists are conducting a world war 
against private enterprise, capitalism, 
and Christianity. I am sorry to say I 
think that unless the government of 
Russia is overthrown from within, the 
chances are that we are headed on the 
path to war, probably within 10 years. 


Many letters are received from read- 
ers asking for follow-up advice on pre- 
vious recommendations made by this 
column. Space does not permit such fol- 
low-up advice on a complete basis. 
However, I- am reviewing predictions 
made since the first of this year: 

In January, leading bank stocks were 
recommended. I see no reason to 
change that position. 
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On February Ist, a list of high-grade 
preferred stocks was presented. I see 
no reason to change this recommenda- 
tion. 


On February 15th, a selected list of 
public utility stocks was given. So far 
the utility stocks have acted better than 
any group, and I continue to regard 
them among the best common stocks 
at the present time. 


On March 15th, I submitted a se- 
lected list of high-grade bonds, and I 


see no reason for any changes. 


On April Ist, I submitted a list of 
preferred stocks, with sinking fund pro- 
visions. I think this list is still a good 
one. 


On April 15th, I suggested making 
purchases, on a scale down, of Ameri- 
can Bank Note, American Stores, Co- 
lumbia Broadcasting, Public Service 
Electric & Gas preference stock, Tide 
Water Associated Oil, and West Penn 
Electric. 


On May 1, scale-down purchases 
were recommended of American Chain 
and Cable, Bohn Aluminum, Mid-Con- 
tinent Petroleum, Mission Corporation, 
and Safeway Stores. 


On July Ist, I recommended Nation- 
al Biscuit, National Dairy Products, and 
Todd Shipyards. At that time the Dow- 
Jones Industrial averages were 162; I 
stated that I thought it was too late to 
begin to feel discouraged and that the 
chances were that the averages were 
within about 10% of a general bottom. 


I believe readers generally under- 
stand the tremendous uncertainties in- 
volved at present in making invest- 
ments. A declining market is trying on 
the nerves of everybody. But yet, con- 
sidering the socialistic path the United 


States is following, it seems to me that | 


first-class common stocks are as good 
a protection as any other medium. Such 
stocks represent valuable property, and 
under the Constitution, private prop- 
erty cannot be taken for public use 
without just compensation. 


Advance release by air mail of this regular 
article will be sent to interested readers 
on the day of its writing. Rates on request. 
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On the Bookshelf 


Winninc Your Way Wir Peop te, by 
K. C. Ingram (Pub.: Whittlesey House, 
New York, N. Y. Price: $3). 

Claimed to offer a “key to greater 
personal happiness and harmony with 
others . . . a fresh insight into why 
eople act the way they do, and a new 
understanding of yourself and those 
around you.” Written by an ex-news- 
paper editor and advertising man, who 
is currently assistant to the president 
of Southern Pacific Railroad, dealing 
with public and employee relations. 


SHARON STEEL Corp. AND UNITED 
STEELWORKERS OF AMERICA, by J. 
Wade Miller, Jr. (One of 15 case 
studies on the causes of industrial 
peace, issued by the National Planning 
Association. Price: $1). 

A study in 12 years of harmonious 
collective bargaining between manage- 
ment and union—one report in an over- 
all project which represents “the first 
big-scale attempt in the area of labor- 
management relations to find out the 
truth from facts derived from case 
studies.” 


TurKEY, AN ECONOMIC APPRAISAL, by 
Max Weston Thornburg, Graham Spry, 
and George Soule. (Pub.: The Twen- 
tieth Century Fund. Price: $3.50). 

A three-plank’ platform for the use 
of American capital and technical skills 
to help in the economic development of 
Turkey, a country of strategic impor- 
tance in the fight to prevent further 
Communist encroachment. 


PuBLic FINANCE AND NATIONAL IN- 
CoME, by Harold M. Somers (Pub.: 
The Blakiston Co., Toronto, Canada). 

An attempt “to integrate into the 
subject of “Public Finance’ some of the 
major developments in government pol- 
icy, economic theory, and _business- 
cycle analysis. which have taken place 
during the last 20 years.” Written by 
economics professor and dean of the 
School of Business Administration, Uni- 
versity of Buffalo, it tries to cover the 
traditional ground—expenditures, taxa- 
tion, borrowing, state and local finance, 
fiscal policy “but without emphasizing 
the purely administrative aspects” of 
the subject. 


Tue House or Goopyear, by Hugh Al- 
len (Pub.: Corday & Gross Co., Cleve- 
land, Ohio. Price: $3). 

This is the story of the rubber indus- 
try in America, built around the story 
of the Goodyear Tire and Rubber Co., 
a firm which started on a shoestring 
and became a business Goliath. Deals 
with the problems that come with size, 
problems of organization, procurement, 
merchandising, finance, labor and gov- 
ernment relations. 
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Guaranty Trust Company of New York 


140 Broadway 


Fifth Ave. at 44th St. 
LONDON « 


Madison Ave. at 60th St. 
PARIS ° 


Rockefeller Plaza at 50th St. 
BRUSSELS 








Condensed Statement of Condition, June 30, 1949 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 


Due from Banks and Bankers . 
U. S. Government Obligations . 
Loans and Bills Purchased . . 
Public Securities . . . . .« 
Stock of Federal Reserve Bank . 
Other Securities and Obligations . 
Credits Granted on Acceptances . 
Accrued Interest and Accounts 

eS Sere ae ee 
Real Estate Bonds and Mortgages 


« $ 598,809,361.92 





Bank Premises . .« « « « « 
Other Real Estate . . . « « 


Total Resources . 


e © © ¢ « « 1,072,285,191.53 

© 6 «© « « « 1,061,252,254.45 
$ 59,470,565.74 
9,000,000.00 
7,639,743.75 
9,851,025.59 
7,690,264.57 
1,738,283.07 

95,389,882.72 

a om. M- eni@ 4,896,611.15 

ele © @ -e-8 36,012.78 





© «© « « « $2,832,669,314.55 











LIABILITIES 
Capital e eee ee @ @# $ 100,000,000.00 
Surplus Fund . .. « « + 200,000,000.00 
Undivided Profits . . © e« « 70,295,433.86 
Total Capital Funds . . - $ 370,295,433.86 


aisha oe Cd we! 0k 
Treasurer’s Checks Outstanding . 


- $2,301,105,241.62 


90,589,308.63 





Total Deposits ... . 
Acceptances . . . »« «© « 0$ 
Less: Own Acceptances Held for 

meron icc os te 


» + « « « 2,391,694,550.25 
13,896,617.23 
3,827,246.55 





$ 
Dividend Payable July 1, 1949 . 
Items in Transit with Foreign 
a a 
Accounts Payable, Reserve for 
Expenses, Taxes, ete. . . « 


10,069,370.68 
3,000,000.00 


1,873,167.90 
55,736,791.86 





Total Liabilities . 


70,679,330.44 
- $2,832,669,314.55 











Securities carried at $117,203,476.61 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public moneys as required by law, and for other purposes. 








J. LUTHER CLEVELAND 
Chairman of the Boacd 


WILLIAM L. KLEITZ 
President 


DIRECTORS 


GEORGE G. ALLEN Director, British- 
American Tobacco Company, Limited, and 
Chairman oi the Board, Duke Power Company 
WILLIAM B. BELL President, 
American Cyanamid Company 


F. W. CHARSKE Chairman, Executive 

Committee, Umon Pacific Railroad Company 

J. LUTHER CLEVELAND Chairmanofthe Board 
W. PALEN CONWAY 

CHARLES P. COOPER President 

The Presbyterian Hospital in the City of New York 

WINTHROP M. CRANE, Jr. President, 

Crane & Co., Inc., Dalton, Mass. 

STUART M. CROCKER President, 

The Columbia Gas System, Inc. 

JOHN W. DAVIS of Davis Polk Wardwell 

Sunderland & Kiendl 

CHARLES E. DUNLAP President, 

Berwind-White Coal Mining Company 

GANO DUNN President, 

The J. G. White Engineering Corporation 

WALTER S. FRANKLIN President, 

The Pennsylvania Railroad Company 


LEWIS GAWTRY : 
JOHN A. HARTFORD Chairman of the Board, 
The Great Atlantic & Pacific Tea Company 
CORNELIUS F. KELLEY Chairman of the Board, 
Anaconda Copper Mining Company 
MORRIS W. KELLOGG Chairman of the 
Board, The M. W. Kellogg Company 
WILLIAM L. KLEITZ President 
CHARLES S. MUNSON Chairman of the Board, 
Air Reduction Company, Inc. 
WILLIAM C, POTTER Retired 
GEORGE E. ROOSEVELT of Roosevelt & Son 


EUGENE W.STETSON Chairman, Executive 
Committee, Illinois Central Railroad Company 


THOMAS J. WATSON President, 
International Business Machines Corporation 


CHARLES E. WILSON President, General 


Electric Company 
ROBERT W. WOODRUFF Chairman, 
Executive Committee, The Coca-Cola Company 


Member Federal Deposit Insurance Corporation 
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How To Do Better in the 
Stock Market 


Here at last are all the tested market methods you 
will ever need in one handy volume. , too, 
wealth of profit-making infor- 
in this practical new Stock Market Guide. 


Use This New Book 
to Discever: 


1. How High Present 











= Market Should Go! 
stock 2. Which industries and 
- companies are best 
— now! ' 
= 3. How to pick coming 
jemestass market leaders! 
Written by Joseph Mindell, recog- 
nized market authority and prem- 
inent Wall St. analyst. Brings yeu 
cosa the inside, little-known metheds 
CT | of successful operators. Helps yeu 
replace ‘“‘tips’’ and hunches with 
the science ef when to buy, what 
to buy, when to take prefits, when 
not to buy and when to sell short. 
Here are just a few of the 428 
subjects covered in this encycle- 
pedia ef successful steck trading. 
1. How to detect Majer Teps and Bettems. 
2. How to Select Growth Stecks. 
3. When to Use the Dew Theery. 
4. Best Sources of Infermatien. 
5. When and How te Sell Shert. 
6. How to Judge Intrinsic Values. 
7. News and the Steck Market. 
8. Knowing Your Industry and Cempany. 
9. Majer Trend of the Steck Market. 





. How to Aveid Pitfalls. 
- Hew to Average fer Greater Prefits. 
. Setting Up a Diversified Portfelie, etc. 


WHAT MARKET EXPERTS SAY 


“Designed to enable one to judge the news and other 
facters 


ty . 
promising industries an@ soundest companies, 
tect the major trend ef the market and to spot major 
market tops and bottems.’’ —Wall Street Journal 
“‘Analyzes more factors influencing security price 
movements then have ever appeared in a single vol- 
ume heretofore.’’ —N. Y. Werld-Telegram 
“The best outline of modern stock market theory and 

that we have ever seen. The author has been 
a careful and decidedly successful stock market stu- 
dent and trader—he has the gift of being both a sound 
thinker and lucid writer.’’ M. Gartiey, Ine. 
“Valuable contributien . . . on the preferred list .. . 
& special recommendation.’’—Standard & Poor’s Corp. 


INVESTORS’ PRAISE 
“Of all the material on the stock market, 
yours is the most broad-gauge and most 
scientific.” —J.S.G., Alton, Ill. 
“The most logical and penetratin h 
to technical market as I have np em 
—P.N.S., Phila. 
“Congratulations on putting so difficult a sub- 
ject into such plain language.’’—L.K.A., N. Y. 
Yeu, Teo, Can Get Results frem This 
refit-Pointing Velume 
Only $5.00 postpaid. (A single chapter may 
make or save you thousands of dollars.) 


428 Subjects—320 P. Charts— 
Glessary of T Index 
Replace hit-or-miss metheds with the tested 


teckniques ef the experts. Simply fill out and 
mail the coupen be oie ort 


MONEY BACK OFFER 


If beok does not completely satisfy, ret 
within 10 days for refund. ‘ ete 


, 








=CLIP HERE*@====22=5 
8-1 
B. C. Forbes & Sens Publishing Ce., Inc. 
126 Fifth Avenue, New Yerk 11, N. Y 
Please send me a copy of Joseph Mindell’s 
new book, “The Stock Market—Basic Guide 
for Investors.” I understand I may return 
in 10 days for refund if not satisfied. 
oO Enclosed is $5 (Ship Book Prepaid) (On 
N. Y. City Orders Add 2% for Sales Tax.) 
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Stock Trading } 
by JOSEPH MINDELL 


The Intermediate Rally 


DESPITE THE CONTINUATION of general- 
ly bad business news, and the broader 
and more widespread understanding of 
the British monetary crisis, our inter- 
mediate rally has continued to make 
modest, selective progress. 

The light consumers goods stocks, 
our favorites, have figured prominently 
in the rise. 

The Textile Industry, which seemed 
supine just before the rise began, is 
showing a flicker of activity and re- 
covery. Rayon demand is lifting so per- 
sistently that one of the industry lead- 
ers has forecast operations at 80% of 
capacity by the year-end. I quote this 
outlook not as a forecast of what op- 
erations will be, but as an instance of 
how, out of a slough of despond, a little 
activity (and a rising stock market) 
can rekindle hope and optimism. 

Some summer rise has also occurred 
in the sensitive nonferrous metal field. 
Both copper and lead prices were ad- 
vanced, which touched off fairly spir- 
ited buying waves. These are merely 
isolated instances, but the intermediate 
rise may yet be fed by more business 
developments of this type. We cannot 
hope for any stimulation from a gen- 
eral business activity rise at the present 
time. 

The stock market is never predes- 
tined to rise to any specific level, but 
we should begin to watch carefully for 
signs of an intermediate top when the 
market reaches the mid-170s. 

It is fruitful to think of intermediate 
movements in the stock market as if 
they were akin to living organisms, 
with a birth, a growth, a maturity, and 
then a disintegration. We cannot tell in 
advance at what price level the market 
top will occur. News or business de- 
velopments may smother or expand the 
latter part of the rise. But usually the 
market itself gives sufficient clues in its 
final phases of rise, just as it did in its 
final phases of decline around 161 in 
the Dow-Jones Industrial Average in 
mid-June. 

Financial optimism is likely to flour- 
ish more before this rise exhausts itself. 
The stock market rise in itself engen- 
ders bullishness. Note that even Presi- 
dent Truman pointed to the stock mar- 
ket rise in support of his bullishness on 
business in-a recent press conference. 
The financial community was heartened 
to learn that the President is no longer 
pressing for additional taxes at this ses- 
sion. 
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As the rise continues in the face of a 
declining Federal Reserve Board Index 
of Industrial Production, the hope will 
strengthen that the whole business de- 
cline had already been discounted by 
stock prices. 

A final bit of encouragement may be 
set off by a wider realization that 
deficit financing is back again. The di- 
mensions of this seem slight at present, 
but a rising market will make it a talk- 
ing point for the bulls. 

The Keynesian theories are so strong 
in our university faculties and govern- 
ment bureaus, that it is of vital impor- 
tance to all of us, students and men- 
in-the-street alike, whether these the- 
ories are valid or not. 

There is a widespread belief that the 
government should and can halt the 
business down-cycle, can prevent de- 

ression and unemployment merely 
= manipulating governmental ‘fiscal 
policy. 

For everyone who feels a responsible 
relation to this avowed governmental 
policy, and who realizes its possible 
impact on him, I urge the reading of a 
new book by Dr. L. Albert Hahn 
called, felicitously, “The Economics of 
Illusion.” 

Dr. Hahn, a famous European econ- 
omist and banker, resident in the 
United States for a decade, is pecu- 
liarly well equipped to explore the 
significance and consequences of this 

art of the Keynesian outlook, for he 
bad formulated similar views as a pop- 
ular economic writer before Keynes 
work appeared. However, he long ago 
discovered the basic fallacies in that 
position and is now a powerful exposer 
of them. 

Keynes advocated that the govern- 
ment should take an ever greater re- 
sponsibility for oa organizing in- 
vestment. He conceived a compensatory 
fiscal policy as the best means. 

Dr. H points out that serious 
economic disturbances are the conse- 
quences of basic economic maladjust- 
ments, and that these maladjustments 
have to be corrected by readjustments. 
An economic policy x A concentrates 
on artificially filling up an investment 
or spending gap, while ignoring the 
maladjustments, is not getting at the 
root of the difficulties. 

In a lucid, though technical way, 
Dr. Hahn points out the Ke 
over-estimation of the possibilities and 


benefits of monetary manipulation. 
Forbes 
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FREE With Your Trial Subscription to [Al 
“THE LOW-DOWN ON 


INVESTMENT TRUSTS" 


7 to Buy—Scores to Avoid 


Here, for the first time, a reputable advisory service impartially analyzes Investment Trust Shares 
so investors throughout the land may know which to buy—which to avoid. This eye-opening report 
gives you the low-down on this widely debated type of security. 


As an added service to investors, the Research Staff of 
Investors Advisory Institute, affiliate of 32-year-old B. C. 
Forbes & Sons Publishing Co., carefully appraises Invest- 
ment Trusts—answers such questions as: 


Just how good are Investment Trust Shares? .. . What 
are the differences between “open-end” and “closed- 
end"? ... What are the advantages of Investment 
Trusts? ... What are their pitfalls? ... When and how 
should they be used—when avoided? . . . How does the 
“load" compare with commissions on regular stock 
purchases? .. . What are the past performance and 
dividend records of leading Investment Trusts? .. . 
Which are the best managed? 


From the more than 150 leading Investment Trusts, our staff 
has selected: 


"7 Investment Trust Buys” 


1. Moves 3 to 4 times faster than rest of market. Last year our 
clients made 100%, profit, not including dividends, on this one. 
Now selling around $644. 

2. Excellent management record. Liberal dividends. Regularly out- 
performs the market. Sells around $45. 

3. Yields close to 15% on basis of estimated 1949 earnings. 
Price $2%. 


4. Top-notch management. Good performance record. Excellent divi- 
dends. Present price $13. 


5. Well managed. Yields around 8%. Selling $20. 


6. Yields 18% on 1948 payments. Fast-moving speculation. Selling 
around $2'/2. 
7. Highly speculative "penny" stock—now selling under 50c a share. 


A special situation for those who can afford the risk. Could treble 
in value. 


This Special Study also points out important tax-savings 
that can be yours through the right Investment Trusts. 
Also reveals valuable timing information that can make 
a big difference in your profits. 


Send today for the only study that gives you an impartial appraisal—shows which 
Investment Trusts are best for you. “The Low-Down On Investment Trusts’ is in- 
cluded FREE with your trial subscription to the weekly 8-page Service; the Inves- 
tors Advisory Institute, affiliate of 32-year-old B. C. Forbes & Sons Publishing Co. 


Several of these 7 carefully selected Investment Trusts are carried each week in 
one of the basic Supervised Investment Programs of the Investors Advisory Insti- 
tute. This means that all developments affecting the intrinsic value of these stocks 
will be vigilantly watched by experienced full-time market analysts and any sig- 
nificant changes in their fortunes reported at once in the IAI weekly 8-page Service. 


“Supervised Recommendations” is only one of the many unique features of the IAI 
Service. The timely 8-page bulletins which go to press after the market closes Friday, 
yet reach you Monday morning, contain the valuable features listed at the right. 


Here is an Investment Service that is practically tailor-made for the business or 
professional man who has money to invest but doesn't have the time or facilities 
to keep exhaustive records to give his stock selections the continuous attention 
they require in these swift-moving times. 


Just fill in coupon at right and return AT ONCE to get acquainted with America's 
fastest growing Investment Service and receive your FREE copy of the “Low-Down 
on Investment Trusts.” 





Use These 14 Weekly Features 


For Greater Profits: 
1. Consensus of 60 Leading Experts on the 


near-term and long-term market outlook. 

2. Clear-Cut Analyses of the reasons behind 

their predictions. 

3. Our Own Market Forecast, telling you in 

unhedged language what to do and why 

4. Present Investment Policy . . . what per- 

centage of your funds to keep in cash... in 

bonds . . . in stocks. 

5. Three"Supervised" Investment Programs 

— for appreciation .. for income... for sta- 

bility — plus weekly program changes. 

6. "Stock of the Week" — detailed analysis 

and appraisal of the stock in the week's lime- 

light. 

7. “Industry of the Week"—complete study 

of the industry making top news .. . carefully 

analyzed and appraised. 

8. Model Portfolios . . . how market experts 

set up a typical program for various types of 

investment objectives. 

9. Low-Priced Speculations . . . selected 

low-priced issues with different characteristics 

and purposes. 

10. Digests of current writing by market au- 

thorities. 

11. What Traders are recommending to their 

clients. 

12. “Review of Recommended Stocks"... 

a summary of significant news affecting 'Super- 

vised Recommendations" and your investments. 

13. Investment and Business Barometers 
. vital facts needed for sound security man- 

agement graphically presented. 

14. Earnings and Dividend Calendar... 

summary of earnings reported and dividend 

actions on major stocks. 











e 

r--Convenient Order Form--- 
INVESTORS ADVISORY INSTITUTE, INC. 
(Subsidiary of B. C. Forbes & Sons Publishing 

Co., Inc.) 
120 Fifth Avenue, New York I1, N. Y. 

Send me at once your profit-pointing study 
“The Low-Down on Investment Trusts" with my 
subscription as checked below: 


(] 3 Months $15 C1] 6 Months $25 
[] One Year $45 - 

C0 Air Mail $1.50 Extra per Year (Foreign 
Rates on Request) 

[) Enclosed is $............ 

C) | will remit when billed. 


| Ba ie uncle oe a ee a ee epee ae 
ADDRESS 





August 1, 1949 29 
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YEAR OF 
CONSECUTIVE 
DIVIDEND 
PAYMENTS 


SOUTHERN CALIFORNIA 
EDISON COMPANY 




















CUMULATIVE PREFERRED STOCK, 
4.88% SERIES, DIVIDEND No. 7 






The Board of Directors has 
authorized the payment of a 
dividend of 302 cents per 
share on the Cumulative 
Preferred Stock, 4.88% 
Series, payable August 31, 
1949, to stockholders of 
record August 5, 1949, 


T. J. GAMBLE 
Secretary 













July 15, 1949 


























PUGET SOUND POWER 


& LIGHT COMPANY 
* 


Common Stock Dividend 
No. 24 


The Board of Directors has declared a dividend 
of 20c per share on the Common Stock of the 
Puget Sound Power & Light Company, payable 
‘ August 15, 1949, to stockholders of record at 
the close of business July 22, 1949. 


FRANK McLAUGHLIN 
President 
July 15, 1949 














KENNECOTT COPPER CORPORATION 
120 Broadway, New York 5, N. Y. 


July 15, 1949 


A cash distribution of twenty-five cents (25¢) « 
share and a special cash distribution of fifty cents 
— a share have today been declared by Kennecott 

Corporation, payable on September 30, 1949 
to stockholders of record at the close of business 
on September 2, 1949. 


A. 8. CHEROUNY, Secretary 











To Reach the Tops 
FORBES Is Tops 
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Major Turn 


by HARRY D. COMER 
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IMPROVED PERFORMANCE. By advanc- 
ing for four consecutive weeks, the 
stock market recently staged a_per- 
formance not matched since last Octo- 
ber. Since the rally got under way in 
June, more than $1 billion has been 
added to the market value of listed 
stocks. 

At this writing two-thirds of the loss 
from early summer highs has been re- 
trieved by the market averages. This 
represents a full normal technical re- 
covery. Further advance, if achieved 
soon, would be highly encouraging, in- 
deed. It would strongly suggest that 
a major turn may be in the making. 

The fact that new buying asserted 
itself in June at approximately the base 
area established and repeatedly tested 
by the market averages during the past 


three years is good evidence that finan- 
cial sentiment is improving. 
Some of the external factors seem- 


ingly responsible for the revival of in- 
vestor confidence should be noted 
here. They include: 

(1) The continued high rate of ac- 
tivity in the building construction in- 
dustry, which is probably the best 
single key to the major trend of the 
business cycle. 

(2) Record automobile production, 
and likelihood that General Motors will 
report new high earnings this year, sur- 
passing last year’s alltime record of 
$9.72 per share. General Motors could 
easily declare higher dividends. I look 
for payments of from $4 to $5 per 
share during the next five months. 
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(3) Favorable trends in the textile 
industries, which had been among the 
earliest to turn downward after the 
war. 

(4) Strong demand for non-ferrous 
metals. 

(5) Definite indications that the 
government is anxio:s to stimulate 
business activity. 

INFLATION AHEAD. Over the long- 
term, this country is facing more in- 
flation—not more deflation. Those who 
hope for lower prices for the things 
men live by are doomed to disap- 
pointment, to say the least. 

The value of money through the 
years ahead is bound to shrink. Those 
who make truly long-term investment 
plans are advised to bear this per- 
petually in mind. 

All long-term portfolios should con- 
tain substantial commitments in “in- 
flation hedges,” such as Oils, Coppers, 
Steels, Coals, and Timberlands. 

The time will come when holders of 
dollars and their equivalent will be 
rushing into equities to avoid drastic 
pee in the value of money. Just 
when this flight out of paper money 
and bonds, and into equities will. get 
vigorously under way cannot be fore- 
told, because it has to do with public 
psychology—a state of mind. It could 
start this fall, perhaps touched off and 
aided by frantic buying by persons now 
short of stocks. 

A real scramble to buy American 
stocks is only a matter of time. Why 
wait? 


Forbes 
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Informative Reading 
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Valuable booklets are published by 
many concerns and made available 
free to interested business men. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your re- 
quest, by number, to: Subscriber 
Service Dept., Forses Magazine, 120 
Fifth Avenue, New York 11, N. Y. 
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649. WHat Lirs AHEAD OF THE AMER- 
IcAN ENTERPRISE SYSTEM: Punchy address 
by Senator Karl E. Mundt, co-author of 
the Mundt-Nixon bill to prohibit Com- 
munists holding government jobs. Stresses 
the need for education to surmount Com- 
munist propaganda, advocates a two-fisted 
attack on this foreign ideology. 


650. SociALisM in Discuise: The presi- 
dent of the Texas and Pacific Railway Co. 
gives his interpretation of recent events 
forewarning us of America’s “trend to So- 

. li Ma 


651. MANAGEMENT'S RESPONSIBILITY IN 
Inpustry: U.S. Steel Chairman Irving S. 
Olds points up the responsibility of the 
directors of any company in deciding what 
is wise and advisable in the determination 
of earnings distribution. Also touches on 
the current obstacles in the path of equity 
financing. 


652. THe Zinc INpustry: Interesting 
descriptive outline of zinc from mine to 
market, dealing with production and con- 
sumption of the metal. 


653. Workinc wiTtH DEALERS FOR 
Prorits: Scores the practice of piling ex- 
cessive inventories on distributors and 
dealers by manufacturing concerns. Plugs 
for a “sales forecast” system which tends 
to telegraph dealers’ demands, permits 
adequate stockpiling for a given seasun. 
Accents the need for wholesale salesmen 
becoming “retail-minded.” 


654. THe Human Swe or INpDusTRIAL 
ENGINEERING: Stresses the need for the 
industrial engineer in modern industry, 
shows how he must approach and solve 
the various problems which arise due to 
the “human side” of his daily tasks. 


655. Tuink—or Sink: Highlights the 
need for bigger and better public relations 
programs in industry, states that “Ameri- 
can business must devote as much—if not 
more—time and effort to public relations 
of their business as they spend on finance.” 
Tells how industry can get its story across 
to the American worker, and gives six 
fundamental techniques to be followed. 


656. ArE Prorirs Too HicH? General 
Motors Vice-President M. E. Coyle an- 
alyzes charges that his company is “too 
big.” Warns that the many restrictions 
against big business will soon be felt in 
the ranks of “little business.” 


August 1, 1949 








How to Know If New 
Bull Market Has Started! 


How to detect the start of a bull cycle is just one of the many valuable 
stock market techniques you'll learn in the new scientific FORBES 
STOCK MARKET COURSE. 

Here, at last, is the most helpful self-training material ever offered 
investors. Through a series of simple and engrossing lessons that are 
unlike any investment helps you have ever seen or heard you will learn 
tested techniques for successful stock trading today. 


Hundreds of Students Have Used 


This Course to Discover: 


1. The sure signs that foretell the kind of market you are in 
and just how to profit from it. 

2. The warning signals given by certain basic indicators, and 
what to watch. 

3. The scientific forecasting, charting, and financial methods 
now in use by successful investors. 

4, The proved techniques for operating successfully in any 
type of market. 


14 Fact-Packed Lessons 

The Forbes Stock Market Course is comprehensive and detailed. Comprising 
fourteen lessons, sent to you at two-week intervals, it takes nothing for granted, 
for ignorance of “elementary” facts has caused severe loss to investors who con- 
sidered themselves experienced. 

First, you get the “briefing” every investor should have in finance and stock 
market operations. This is followed by practical, detailed methods, rules and in- 
formation needed for success in the stock market TODAY. The up-to-the-minute 
information in this Course is exceedingly important for you. Each section also 
contains practical exercises and specific problems that test your progress and give 
you experience in making use of what you have learned. Furthermore, at the end 
of the Course, you have the privilege of sending in questions about your personal 
investment problems. 


Edited by Noted Authorities 


This Course has been edited by B. C. Forbes and Joseph D. Goodman, experienced 
financial authorities who know the ins-and-outs of the stock market. Their advice 
and counsel have been profitably followed for years by many thousands of investors 
and traders throughout the country. 

Now, for the first time, they bring you the essence of their immense practical 
experience in the only Course that gives you access to the invaluable investment 
information accumulated by the Forbes organization over the past thirty-two years. 


Save $23.50 for Short Time Only 


Special introductory cash price $76.50 for complete course, or $100 if paid 
in installments. This covers the 14 Lessons, a permanent binder and much valu- 
able supplementary material. 

You can pay for the entire Course now in which case you save $23.50 and we 
will stamp your name in gold on the permanent binder, or you can send only $20 
with your order and remit $20 thereafter each month until total of $100 is paid. 

Remit part or full-payment as you prefer, but be sure and mail coupon at once 
so you can begin Course now when its tested methods can help you most. 


Sateen ——ENROLL NOW—FILL IN AND MAIL TODAY—- — ——-—— 
FORBES STOCK MARKET COURSE 
B. C. Forbes & Sons Publishing Co., Inc. 
120 Fifth Avenue, New York 11, N. Y. Date 
Gentlemen: 

Please enroll me in the new 14-Section FORBES STOCK MARKET COURSE, edited by 
B. C. Forbes and Joseph D. Goodman. 

Check Choice: 

a Enclosed is $76.50 for complete Course with binder bearing my name. 
Enclosed is down payment of $20. I agree to remit $20 a month until total 


wee eee eee eee eee eee ee eee eee eee ee eee ee 





$100 is paid. (On N. Y. C. orders, 2% will be added for Sales Tax) 
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Burroughs 


194TH CONSECUTIVE CASH 
DIVIDEND 
A_ dividend of twenty cents 
($0.20) a share has been declared 
upon the stock of BuRRouGHs 
AppING MACHINE COMPANY, 
payable September 10, 1949, to 
shareholders of record at the close 
of business August 5, 1949. 
SHELDON F. HALt, 
Detroit, Michigan, Secretary 
July 6, 1949. 
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AMERICAN CAR AND FOUNDRY 
C@eMPANY 
30 CHURCH STREET 
New Yerk 8, N. Y. 
The following dividends have been declared: 
Preferred Capital Stock 
Qne and three-quarters per cent 
(134%) payable October 1, 1949, 
to the holders of record at the close 
of business September 15, 1949; 
Commen Capital Stock 
Three dollars ($3.00) per share 
payable QOcteber 3, 1949, to the 
hoiders of record at the close of 
business September 15, 1949. 
Transfer books will not be closed. Checks will 
be mailed by Guaranty Trust Company of 
New York. 
Howarp C. Wick, Secretary 
July 14, 1949 








CARBON COMPANY 


One-Hundred and Eletenth 
Consecutive Quarterly Diviaend 


A quarterly dividend of 50 cents per 
share will be paid September 10, 1949 
to stockholders of record August 12, 
1949, at 3 P. M. 


GEORGE L. BUBB 


Your Money HH 





Pro’s and 


by W. C. HANSON 


Con’s on 


Postal Savings 


“WHat asout PostaL Savincs?” 

This question often comes up: in 
discussions about saving and investing. 
So, let’s look into the pro’s and con's 
of Postal Savings in connection with 
your Money-Managing program. 

Postal Savings is simply a method of 
banking through your local post office. 

The system was established in 1910 
to “encourage thrift and provide a safe 
repository for the accumulation of sav- 
ings.” Accounts are opened in much the 
same way as with a bank, except that 
you receive a “certificate of deposit” in- 
stead of the conventional passbook. 
But, unlike the average bank, your de- 
posits must be made in denominations 
of $1, $2, $5, $10, $20, $50, $100, 
$200, and $500. The smallest account 
you can open is for $1, but you can’t 
own more than $2,500 in Postal Sav- 
ings. 

Depositors’ funds are invested in U.S. 
Government bonds, and pay 2% annual 
interest. Incidentally, regardless of 
what day of the month you open a 
Postal Savings account, interest does 
not start until the first of the next 
month. 

Interest is payable four times a year, 
but this is simple, not compound inter- 
est. The accompanying table shows 
how interest is figured on the various 
denominations of postal savings de- 
posit certificates. 

For the average individual, this is 
not too desirable a way of banking. You 
can do much better in your local bank 
or savings-loan association. 

While the Postal Savings system has 
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some merits, these are outweighed by 
its disadvantage 

On the _ side of the ledger, it 
must be admitted that the absolute 
safety of Postal Savings is one of its 
strongest appeals. But our insured 
banks and savings-loan associations to- 
day are practically as safe, as described 
in the July 15 issue of Forses. 

It’s also true that your funds in Postal 
Savings are completely “liquid;” that 
is, you can get your money out prom 
ly whenever you wish. But, again, the 
is true of nearly all private savings in- 
stitutions. 

As to the disadvantages of Postal 
Savings, it’s a rather unwieldy way of 
banking your money. 

You can soon collect a batch of 
easily-misplaced certificates, instead of 
a single bankbook, which takes care of 
all deposits and withdrawals. Besides, 
the 2% interest is “simple,” not com- 
pound, as previously stated. 

Here, again, you can do better with 
many private banks. 

Incidentally, even this modest 2% 
rate may be eventually cut, since the 
Postal Savings system was not set up 
primarily to provide income, or to com- 
pete with private banking. 

Still another argument against this 
type of savings is that money deposited 
in your community bank or savings as- 
sociation goes directly to finance free 
enterprise, create jobs, aid local home 
owners. 

Deposits in Postal accounts are mere- 
ly so many more dollars going into Fed- 
eral enterprise. 
































HOW INTEREST IS FIGURED ON U.S. POSTAL 

















sence SAVINGS DEPOSITS 
--Quarterly Interest Payable if Certificate Is—, 
Denomination of Paid During: 
Postal Saving First Second Third Fourth Annual 
Certificate: Quarter Quarter Quarter Quarter Accrual 
S sc% sawiatati o $1 $0.00 $0.00 $0.01 $0.01 $0.02 
is THE COLUMBIA BR tivinti vos 2 .00 01 .02 .03 
| . a ee oe : .02 0 07 Pe 
eB) CAS SYSTEM, INC. pe si: Bo RS ape cog Poe gb ool 
ere ee 20 .00 10 .20 .30 40 
vihemtutnen Patel ciyc2_al 50 00 95 50 15 1,00 
+ Clb Ul elie 100 00 50 1.00 1.50 2.00 
No. 59, 1854¢ per share ara es itt 200 .00 1.00 2.00 3.00 4.00 
payable on August 15, 1949, to holders of pete: 500 .00 2.50 5.00 7.50 10.00 
a See eae Gee wen oe Source: U.S. Post Orrice DEPARTMENT 
Dare Parker 
July 7, 1949 Secretary 
82 Forbes 
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Theee ta sequen to, beens: Oak Se 
use of Postal Savings accounts may | 

gradually passing out of style. While 
it’s true that the total amount of sav- 


ings in Postal funds has grown substan- 
tally since 1929, it is significant that 
they reached their high-water mark in 
1947. They showed a minor re 
1948, as shown by the table . 

This was in marked contrast with 
practically every other type of savings 
account. Last year, the American peo- 


| » increased their — in savings 


anks, commercial 


and savings- 
loan associations. 


int 


LONG-TERM GROWTH IN POSTAL 
SAVINGS COMPARED WITH 
U.S. SAVINGS BONDS 








(In Millions of Dollars) 
U.S. Total 

Data as Postal Savings Savingst 
ef Dec. 31 Savings Bonds (All types) 
GD . sce 169 47,169 
| ee 250 48,267 
BL. css 6138 46,716 
1068: <.5% 915 42,551 
OSS. ss: 1,229 41,077 
1934..... 1,232 ed 43,039 
1035... ..s6% 1,229 153 45,567 
19386..... 1,291 475 48,355 
[ae 1,303 964 50,999 
een 1,286 1,442 52,907 
Pe. 0.5 <3 1,315 1,900 55,645 
1940..... 1,342 2,700 58,998 
| Yee 2 1,392 5,200 63,849 
TOES: x5: 1,459 13,300 75,080 
1943..... 1,837 24,600 94,004 
1944..... 2,406 36,100 116,226 
1945..... 3,013 42,800 135,948 
1086.1. «43 3,379 43,800 146,700 
iY oe 3,523 45,700 155,234 
1948°.... 3,480 47,500 163,120 


* Preliminary estimates. + Includes to- 
tal savings of all kinds—in banks, savings 
and loan institutions, life insurance, Postal 
accounts, U.S. Savings bonds. 

Source: Prepared by U. S. Federal Sav- 
ings & Loan Insurance Corp., from official 
sources. 








Moreover, the idea has a European 
rather than’ an American flavor. Gov- 
ernment-sponsored postal savings have 
long been used in Europe, and this 
method of banking is often ‘ popular 
with first-generation Americans. Of 
course, the principle itself is perfectly 
valid, as far as it goes, and our Ameri- 
can postal savings plan was established 
with the best of motives in mind. 

But now that our private banking 
system is so strong and solvent, and 
additionally protected by Federal de- 
posit insurance, it’s more logical to do 
business with your community bank. 

Or, if you still feel you want to keep 
your reserve funds in government 
hands, the Series E, F, and G Savings 
Bonds still make the world’s safest in- 
vestment in any event. 


August 1, 1949 


Forbes Rates Annual Reports 


FORBES EDITORS score corporate annual 
reports from the viewpoint of the intel- 
ligent investor seeking to evaluate a 
company’s worth and assess its pros- 


MOA sites belive the: Madd deneit 


should tell a story about (man- 
agement and employees), their activi- 
ties (financial, manuf , sales), 


their problems (outside factors affect- 
ing the company), and their progress 
(earnings or losses). 

Reports are scored on three counts: 


read, pictorially dramatized, etc? 2. 
Financial Data—dollars and cents re- 
sults translated into understandable 
terms; how money came in and went 
out; who got what and why? 8. General 
Information—complete data on - 
ations included; does material 
reader understand company and_ its 
functions; are problems and prospects 
sufficiently highlighted? 

A mark of 60 is fair, 70 good, 80 or 
over very good. Final score is weighted. 
(Readers may write for statement item- 
izing scoring factors.) 





1. Presentation — attractive, easy to 
Ex-Cell-O Corp. 
PrastatteMions. see ie oN 80% 
Financial Data: .. 2883.6. bee. 17 
General Information .......... 74 
ou «als aalgiainin 77 


Well-tailored narrative, presenting op- 
erational story in am interesting fashion. 
Product section good. Extension of statis- 
tical comparison would be helpful. 


Federated Department Stores, Inc. 


I oa dic. sce o CA eo ss 75% 

Pinemeiet Dieta 2 is ke is 76 

General Information .......... 72 
Pinal’ Score 23022. 5 01ik. 75 


Recital of merchandising results given 
in detail, suitably highlighted by charts. 
Has good 10-year statistical background. 
Information on employee relations omitted. 


Gimbel Brothers, Inc. 


OTN 5 asc: Sbie:i moe enki 5 62% 
pS 66 
General Information .......... 64 


EEE ORL IR 64 


A conventional presentation, lacking 
punch which could be supplied by use of 
charts and pictures. No simplified financial 
analysis, no highlight or summary page. 


International Paper Co. 
Presentation 74% 


Financial Data 
General Information 


Piped: BOOe i sistsiv « 6- cbitwe sas 73 
Balanced story using charts and tables 
to spotlight operations. Table of contents 


page would be useful. More information 
on sales is desirable. 


Lockheed Aircraft Corp. 
Presentation 717% 


ee 


Pimenciel Dete- sis ooeewes 76 
General Information .......... 71 
Pinal Sooke: . okt ess 75 


Charts and pictures make for a fast- 
moving narrative. Details of subsidiaries 
interesting. Could extend financial com- 
parison. 


The New York, Chicago & St. Louis R.R. 
Co 


GOP OER LG OPEL 
Financial Data 


General Information 
PIN EAN a ac Sk oe ho Salers 74 


Voluminous documentation of operating 
and financial story, using charts, pictures 
and tables to highlight presentation, help 
reader understanding. 


Philadelphia Transportation Co. 
Lc Es eee 
Financial Data 
General Information 

Pee MOONS soci cé ches eee s 70 


Fair recital of diffculties faced by com- 
pany relative to rates and costs. Statistical 
comparison could be enlarged. 


Sterling Drug Inc. 


Préswntatiogi ie. Ol. ee 66% 

Financial Data ............... 62 

General Information .......... v3! 
Wiens SOOSOT........ «cD heccevueis 65 


Charts would help make this a more 
interesting report. Lacks simplified finan- 
cial analysis, while a statistical compari- 
son should be included. 


Thompson-Starrett Co., Inc. 


Presentation ................- 60% 
Finanelat Data «oo... 6... +s.008 62 
General Information .......... 50 


ws a ioe 57 
Slow-moving narrative. No simplified 
financial analysis included. Comparative 
statistics for past years could be extended. 


Union Oil Co. 


Ly) a ae Poe 80% 

Financia! Data ...... a Ie tala 80 

General Information .......... 81 
PI ts oo ec cc cccawoks 80 


Uniformly well-balanced. Wealth of in- 
formation given in an interesting, infor- 
mative manner. Charts and pictures lend 
interest to text. 


Zonolite Co. 
PreserteSion, :. ci6) o6eacz-dadi. 66% 
I NE ns ct Cia ratte 63 
General Information .......... 64 
bg Rea an 63 


Use of charts would strengthen narra- 
tive. No simplified financial analysis, no 
summary or highlight page. Statistical 
comparisons could be enlarged. 


TONS rae 
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Thoughts . . 


ON THE BUSINESS OF LIFE 


We are making stupendous effort to 
extend the physical and economic life 
of the rage & But of what high conse- 
quence is that extension unless the ac- 
tivity of the mind is also extended, un- 
less we strive ever to live better, rather 
than simply to make a better living? 

—Dr. Joun H. FINtey. 


The man who wins may have been 
counted out several times, but he didn’t 
hear the referee. —H. E. JANsEN. 


Worry, whatever its source, weakens, 
takes away courage, and shortens life. 
—Joun L. SPALpING. 


Life is the continuous adjustment of 
internal relations to external relations. 
—HERBERT SPENCER. 


It is easy to dodge our responsibili- 
ties, but we cannot dodge the conse- 
quences of dodging our responsibilities. 

—Sir Josian STAMP. 


Prosperity is too apt to prevent us 
from examining our conduct; but ad- 
versity leads us to think properly of 
our state, and so is most beneficial to 
us. —JOHNSON. 


Save time thinking you can do the 
other fellow’s job better than he can— 
put it in doing your job better! 

—HERBERT A. SCHOENFELD. 


It has been said of the world’s history 
hitherto that might makes right. It is 
for us and for our time to reverse the 
maxim and to say that right makes 
might. —ABRAHAM LINCOLN. 


Talkative people who wish to be 
loved are hated; when they desire to 
please, they bore; when they think 
they are admired, they are laughed at; 
they injure their friends, benefit their 
enemies, and ruin themselves. 

—PLUTARCH. 


To remember that one is God’s child, 
His own, that no matter what one has 
done God loves, even to the end, with 
a love that never lets go—that is the 
word men and women need when wars, 
hot and cold, mass movements and 
mass production, sweep over and 
swamp the individual. All else but this 
assurance fails the man in dire need. 

—ALBERT PEEL, D.D. 


When a business firm attempts to 
mold its whole policy to meet the 
prices of its competitor that business is 
entering a labyrinth, the center of 
which is the chamber of despair. High- 
est quality never can be given nor ob- 
tained at the lowest prices. If a price 
must be sacrificed, quality must be 
sacrificed. If quality is sacrificed so- 
ciety is not truly served. 

—H. T. Garvey. 


Method is like packing things in a 
box; a good packer will get in half as 


much again as a bad one. —CECIL. 


The darkest night the world has ever 
seen could not put out the stars. 
—SELLING SENSE. 


Who is The Boss? 

The man who founded this business? 

The president? 

The officers? 

The various department heads? 

No, none of these! 

I am the reason for this business. 

I am the reason for its prosperity. 

I am its guiding genius. 

I must be served before I bestow my 
blessings. 

I am the end-all and be-all of every- 
thing connected with this business. 

I am the foundation of its progress. 

I AM THE CUSTOMER! —THE CHASE. 


Ability wins us the esteem of the 
true men; luck that of the people. 
—ROCHEFOUCAULD. 


He who has not the spirit of his age 
has all the misery of it. —VOLTAIRE. 


A man with a surplus can control 
circumstances, but a man without a 
surplus is controlled by them, and 
often he has no opportunity to exercise 
judgment. —HArvEY FIRESTONE. 


Many people with different back. §—— 


grounds, tures, languages, and 
creeds combine to make a nation. But 
that nation is greater than the sum to. 
tal of the individual skills and talents 
of its people. Something more grows 
out of their unity than can be caley- 
lated by adding the assets of individual 
contributions. That intangible addi. 
tional quantity is often due to the dif. 
ferences which make the texture of the 
nation rich. Therefore, we must never 
wipe out or deride the differences 
amongst us—for where there is no dif 
ference, there is only indifference. — 
—Lovulis Nizer, 
Waste is worse than loss. The time’ 
is coming when every person who lays 
claim to ability will keep the question 
of waste before him constantly. The 
scope of thrift is limitless. : 
—THomas A. Epson, 

In business, as most of it is const 
tuted today, a man becomes valuabh 
only as he recognizes the relation of 
his work to that of all his associates, 
One worker more or less makes little 
difference to most big organizations, 
and any man may be replaced. It is 
the cumulative effort that counts. . 
—W. ALTON JONES. 


If you must kick—kick towards the 
goal! —SAaTINETTES. 


All the money in the world is no use 
to a man or his country if he — it 
as fast as he makes it. All he has left 
is his bills and the reputation for being 


a fool. —KIPLING. 


We cannot tear a single page from 
our life, but we can throw the whole 
book into the fire. —GrorcEe Sanp. 


Confidence is the cornerstone upon 
which a salesman’s success is built. 
—Hecrtor C. ADAM. § 


Power always establishes _ itself 
through service and perishes through 
abuse. —Duwunrvy. 


In response to many requests from readers, 
639 “Thoughts” which have appeared here 
have been published in book form. Price $2. 








A Text. . 


Sent in by John N. Kadel, 
Camden, N. J. What’s your 
favorite text? A Forses book 
is presented to senders of 
texts used. 


Neither did we eat any man’s bread for 
naught; but wrought with labour and tra- 
vail night and day, that we might not be 
chargeable to any of you. 


—II THessaLonians 3:8 




















The M. & St. 


Specialist in Transportation of Great Grain Crops 


In 1948, the United States harvested the greatest corn 
crop in history—3,650,548,000 bushels. This was 
more than half again as large as the relatively short 
crop of 1947. 


Of last year’s stupendous corn crop, 1,620,050,000 
bushels or 44 per cent was produced in the four Mid- 
west States in which the Minneapolis & St. Louis 
Railway is a big-scale carrier of grain. Iowa, the No. 1 
corn state, harvested 666,730,000 bushels; Illinois, 
549,793,000; Minnesota, 272,055,000; South Dakota, 
131,472,000. 

Conditions today forecast another huge corn harvest 
in 1949, creating new wealth for Midwest Farmers and 
new prosperity for their communities. As in each 
year for more than three-quarters of a century, much of 
this corn, the foods and feeds made from it and the 
livestock fattened on it will be transported by the 
M. & St. L. 


Since 1871, efficient transportation of grains and 
other products of agriculture has been a specialty of the 
M. & St. L. Today, this modern railway is better equip- 
ped than ever before to maintain its long reputation for 


FAST DEPENDABLE FREIGHT SERVICE 


@ To Growers and Shippers of Grains and 
Livestock 


@ To Manufacturers and Distributors of 
Foods and Feeds 


7ée Minneapolis & St. Louis Radway 


General Offices: Northwestern Bank Building, Minneapolis 2, Minn. 
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HAS BEEN estimated that one 

out of every two people in our 
country suffers, or has suffered, from 
an allergy. These people are unusu- 
ally sensitive to certain things which 
are harmless to the average person. 


Plants, dust, animals, foods, 
drugs, chemicals and bacteria are 
among the most common sources of 
allergic disorders. When susceptible 
persons come in contact with these 
troublemakers, it is thought that a 
substance called histamine is released 
by the body into the blood stream. 
This in turn may lead to sneezing 
attacks, skin rashes, digestive up- 
sets or more serious conditions, 


Fortunately, recent developments 
by medical science make it possible 
for the doctor to do more than ever 
before to relieve allergies. New drugs, 
known as anti-histaminics, are help- 
ful in many cases, especially those 
caused by substances which are in- 


haled. This includes hay fever which 
alone attacks some three and one 
half million people each year. 


The doctor may recommend in- 
jections of the allergy-causing sub- 
stance to help build up resistance to 
it. He may also suggest steps for 
avoiding or lessening contact with 
the troublemaker. 


Recent research has shown that 
some allergic conditions improve 
when the patient is helped to re- 
solve emotional conflicts. Today, 
authorities say that, with proper 
medical care, 3 out of 4 allergy vic- 
tims can be greatly helped. 


ie % pa os 
Early Treatment Late Treatment 


For the best results, treatment 
to increase resistance should be 
started in advance of exposure to the 
causes of allergy. Hay fever treat- 
ments, for example, are more than 
twice as effective when given before 
the pollen season starts rather than 
after. 


There is still no “sure cure”’ for 
allergies, but patients who maintain 
close and continued co-operation 
with the doctor have the best chance 
for a great measure of relief. To learn 
more facts about allergies, write for 
a copy of Metropolitan’s free book- 
let, 89-F, “‘Allergic To What?’ 
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